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FOREWORD

n reponse to o growing concem about Kentucky's poor, the1994 Gen

eral Assembly passed Senate Concurrent Resolution No. 74, creating the

Commission on Poverty. The Commission consisted of eleven members of
the House and Senate and eleven citizens from communities around the state. The
following report contains its findings, conclusions, and recommendations for anfipov-
erty policy.

Many individuals and agencies deserve acknowledgment for their contribu-
fions to this report. The Commission thanks former director Vic Hellard for his vigor-
ous support of the research process. It lso acknowledges Gilmore Dutton, Ginny
Wilson, David Witt, Dan Jucovitch, Rose Mack, Stewart Wills, Terry Sebastian, Stephen
Keller, Dianna McClure, Gordon Mullins, Charlie Bush, and countless other Legislative
Research Commission staff for their generous donation of time and effort. Further,
the Commission on Poverty expresses its appreciation to Department of Education,
Coundil on Higher Education, and Higher Education Assistance Authority officials, and
officials of the Human Resources, Workforce Development, and Economic Develop-
ment Cabinets for their review of selected porfions of the text. Most importantly, the
Commission members are grateful for the insightful testimony of numerous economi-
cally disodvantoged citizens who testified during public hearings in Covington, Louis-
ville, and Whitesburg. Their words were o powerful reminder of the human foce of

poverty.

Don Cetrulo
Director

The Capitol
Frankfort, Kentucky
March, 1996
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Executive Summary

he 1994 General Assembly passed Senate Concurrent Resolution 74, creating
-|-the Commission on Poverty, o panel of citizens and legislators responsible for
recommending chonges in state programs to improve responsiveness to the
poor and to increase the rate of success in eliminating causes of poverty. From November
1994 through September 1995, the Commission held monthly meetings, during which it
gothered testimony from officials representing various state agencies. In addition, three
public forums for citizens were held in the communities of Covington, Louisville, ond
Whitesburg. From the mass of data and information gathered during the course of its
relatively brief life, the Commission developed an alkinclusive set of findings and recom-
mendations. Although too numerous to include here, they are located throughout the text,
and are repeated at the end of the report.

Background

The impetus for creating the Commission on Poverty came from an observation of
the rise in Kentucky's poverty rates during the decade of the ‘80s. Following o measured
decline in poverty from 1969 to 1979, Kentucky's poverty rate rose from 17.6 percent in
1979 to 19 percent in 1989. Most disturbing was duta developed through the 1990
census that indicated that 25 percent of all children in Kentucky, and 28 percent of children
under the age of 5, were living in poverty. The Commission was the legislature’s response
o the indications of growing numbers of people in poverty in Kentucky.

The_Demographics_of Poverty
According to the 1990 census, 19 percent of all Kentuckians (approximately 682,000
individuals) have incomes below the federal poverty line. The state’s poverty rate was the
sixth highest in the nation for 1989, and has been consistently high over the lost 30 years.

The largest numbers of poor people are found in urbon arecs; the counties with the
highest poverty rates are rural, and concentrated in the eastern part of the state. Analysis
of demographic dota indicates that the geographic distribution of poverty is different for
various subgroups of the poor, and that having a job is the single most important character-
istic of adults in determining whether their fomilies live above or below poverty. Chapter |l
describes in detail the characteristics of subgroups of the poor, determines what demo-
graphic factors are most helpful in explaining poverty, and examines some implications for
antipoverty policy.

Myths and_Misconceptions
Myths and misconceptions about the poor are examined in Chapter lll. Although it
is commonly believed that the poor are the sume everywhere in Kentucky and have the
same problems, the characteristics of the poor actually vary among regions of the state.
Another misconception is that most poor Kentuckians receive some sort of public gssis-
tance. According to 1990 Census data, only one-fourth of the adults living with children in
poverty reported receiving any income from public assistance.



Problems of Women and Men in Poverty

The Commission discovered that poor women and poor men often encounter differ-
ent problems when struggling to overcome poverty. Poar, single mothers face o low-ear-
ings capacity, an absence of economies of scale, o low level of support provided by public
assistance programs, unreliable provisions frequently of child support payments, and o lack
of affordable child care and health care. Men in poverty receive lttle guidance in obtaining
acodemic or vocational education and little fo no explanation of services available through
the Job Opportunities and Busic Skills Program (J0BS) and the Job Training Partnership Act
(ITPA). " In addition, they have limited opfions for employment counseling. Chapter IV
examines the obstacles to selfsufficiency facing each gender and recommends ways fo
minimize these obstacles.

Transitional Maintenance. Programs

Chapter V broadens its focus by describing barriers to self-sufficiency that are com-
mon to all poor Kentuckians. In particular, several obstacles involving Kentucky's AFDC,
10BS, and Medicaid progroms are discussed. For example, the ratable-reduction system in
the AFDC Program yields cash payments that are not sufficent to raise a fomily above the
poverty line. Self-employed AFDC recipients often experience difficulty in generating and
keeping the necessary capital fo start their own businesses because of federal reulations
governing their assets. Kentucky’s Transitional Child Care Assistance Program does not
allow enough time for porticipants to achieve selfsufficiency and begin to pay the high cost
of child care on their own. Other problems concern the absence of any requirement for
mothers who are 20 and older to parficipate in the Iifekills training component of the
JOBS Program and the inodequate transportation allowances given to some rural JOBS
parficipants. Recommendations designed to minimize, if not eliminate, these problems are
presented. In anticipation of possible “block granting” of federal AFDC and Medicaid pro-
grams, this chapter also suggests ways fo administer block grants, including preferred fund-
ing levels for poverty-related categoricol programs.

Economic Development

The role of economic development programs in poverty reduction cannot be ignored.
Chapter VI reviews Kentucky's fox incentive ond loan programs, describes some of the
shortcomings in the Commonwealth Venture Fund, and explores special topics, such as the
role of technology and the role of public-private partnerships in economic development.
The Commission found several problems in current development programs. For example,
there is no significant effort to require the recipients of state tax incentives and loans to hire
the poor or unemployed. Also absent are programs designed fo encourage the develop-
ment of jobs through the creation of small, high-risk businesses, identify potential entrepre-
neurs for indigenous businesses, and assist private, non-profit organizations in their efforts
fo foster local economic development. Further, Kentucky’s development programs do not
quarantee thot wages paid by employers receiving state subsidies will be sufficient to
support o family above the poverty level and they do not require these employers to pro-
vide health care and dependent care benefits. Recommendations are made fo strengthen
development programs and to create a vision for future development efforts.

Education, Vocation, and Literacy
Education, vocation, and literacy programs targeted to the economically ond educo-
fionally impoverished are the focus of Chapter VII. Not surprisingly, the Commission discov-



ered one major problem in these oreas: lack of funding. Other problems involve the
limited availability of child care services for students in secondary, postsecondary, and
adult education programs, and the apparent failure of Kentucky’s educational system
fo produce skilled workers for clerical and technical occupations. Recommendations to
correct these problems are presented.

Higher Education Financial Assistance

The Commission examined the issue of access to higher education in Chapter
VIll. Financial aid programs, outreach activities, and publications geared to low-income
students are reviewed in this chapter, along with some special topics of interest, includ-
ing the skills-mismatch phenomenon in postsecondary education and vocational pro-
grams, the negative social perception of vocational education, and the concept of arficu-
lofion among community colleges and vocationakechnical schools. Not surprisingly,
the Commission found that low-income students experience difficulty in attending higher
education institutions, mainly becouse of limited funding of state financial aid programs.
Other problems include the difficulty in disseminating information about higher educe-
fion opportunities to low-income students and the inability of vocationaktechnical schools
to odequately consider the employment needs of their service areas when developing
course offerings. The Commission also noted that community colleges ond vocational
technical schools are moving too slowly in their efforts to create arficulation agree-
ments.

Empowering Local Communities
Various states, and even organizations within Kentucky, have recently devel-
oped innovative ways to deliver social services fo clients. Chapter IX briefly describes
some of these innovations and highlights the Oregon Commission on Families and Chil-
dren. The Oregon Commission and others like it reflect o new concern for tailoring socicl
services fo the needs of local areas and promoting not only the reduction of poverty but
the empowerment of local communities.

Lessons ond Vision
Chapter X summarizes the lessons leamed by Commission members over the
lost year and presents the Commission’s vision for future antipoverty and community-
empowerment policy.

Methodology!

Methodologies used in this report include review of literature, analysis of infor-
mation and testimony provided by officials from numerous govermental and nongov-
emmental agencies, and statistical analysis of census data. Most importantly, the
Commission drew upon citizen testimony from its public hearings.

ENDNOTES

! The reader will notice the absence of references for some information in the following chapters. All
facts, figures, and direct quotes from various sources without accompanying references are foken directly from the
Commission on Poverty's regulor monthly meefings and public hearings. ~References are provided for off other

“outside” material (i.e., material not originating in regular meetings or public hearings).

Xi
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Chapter |

Introduction

ist Daniel Schorr accompa-

nied Senator Robert
Kennedy on his trip to the Mis-
sissippi Delta to witness first-
hand the effects of poverty. As
they traveled from one poor com-
munity to the next, Schorr recalls
the senator shaking his head in
dismay and muttering, “This is
unacceptable ... unacceptable.”
Today, in the mid 1990’s, poverty
in Kentucky can be described as
unacceptable.

Despite some noteworthy suc-
cesses, poverty in Kentucky has
persisted, and even worsened in
many ways, despite the efforts of
policymakers and citizens.
Kentucky’s poverty rate has re-
mained well above the national
average for the past 30 years.
According to the 1990 Census,
the 1989 national poverty rate
was 13 percent, while the state
poverty rate was 19 percent — the
sixth highest in the country for
thatyear.? In contrast to the cur-
rent trend, Kentucky’s poverty
rates in 1969 and 1979 were 22.9
and 17.6 percent, respectively.

Even more disturbing are the
data that describe different
groups of economically disadvan-
taged Kentuckians. Twenty-five
percent of all children, and 28
percent of children under 5,
were living in poverty in 1989.
These figures are up from 21.6
percent and 23 percent, respec-
tively, in 1979.

In response to this and other
disturbing data about poverty in
Kentucky, the General Assembly
passed Senate Concurrent Reso-
lution 74 in March 1994, creat-
ing the Commission on Poverty.

In the late 1960s, journal

The Commission consisted of 11 members of the House and
Senate, as well as 11 at-large members from various communi-
ties around the state. As a guide for its activities, the Commis-
sion adopted the following mission statement:

1) Identify and record the incidence of poverty in Kentucky;

2) Develop a description of the poor and the communities in

which they live;

3) Determine the causes of poverty, and distinguish among

those causes as they differ by geographic regions and catego-

ries of the poor;

4) Evaluate the
ability of existing pro-
grams to mitigate the
causes of poverty;

5) Identify and ex-
amine other states’
programs which have
been successful in
addressing the causes
of poverty;

6) Recommend
changes in existing
state programs, or
the creation of new
programs, to im-
prove responsiveness
to the needs of the
poor and to increase
the rate of success in
eliminating sources
of poverty; and

7) Report the find-
ings of the commis-
sion to the Legislative
Research Commis-
sion on a timely basis
for action by the 1996
Session of the Gen-
eral Assembly.

The Commission

MISSION STATEMENT

O Identify and record the inci-
dence of poverty in Kentucky;

O Develop a description of the
poor and the communities in which

-~ they live;

O Determine the causes of pov-

erty, and distinguish among those
~ causes as they differ by geographic

regions and categories of the poor;
O Evaluate the ability of existing

. programs to mitigate the causes of
_ poverty;

O Identify and examine other

~ states’ programs which have been
- successful in addressing the causes
- of poverty;

O Recommend changes in exist-

~ ing state programs, or the creation
- of new programs, to improve re-
- sponsiveness to the needs of the

poor and to increase the rate of suc-
cess in eliminating sources of pov-
erty; and

0 Report the findings of the com-
mission to the Legislative Research
Commission on a timely basis for ac-
tion by the 1996 Session of the Gen-

eral Assembly.

on Poverty feels that there are several strengths in the following
chapters. The broad focus of the report allows for a compre-
hensive examination of poverty in Kentucky. In the past, re-
searchers viewed this problem from the narrow perspective of
“welfare” policy and largely ignored non-welfare programs af-
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fecting poverty. The Commission’s report goes be-
yond this limited focus and examines other pro-
grams involving elementary and secondary educa-
tion, vocational schooling, higher education, and
economic development. It also offers a realistic
assessment of selected state programs affecting
poverty. Testimony from government officials, citi-
zens and others, along with an extensive review of
Census data, allowed the Commission to identify
the strengths and weaknesses of existing programs
and to even suggest the creation of new ones.

The report highlights examples of successful
programs created by local, non-profit organizations
that are designed to improve the quality of life for
all citizens in a given community. It also critiques
several programs developed by other states which
had a significant, positive impact on the reduction
of poverty in those jurisdictions. In fact, it was the
Commission’s observations of the factors shared
by successful local programs in Kentucky and other
state’s programs that led to one of the
Commission’s more significant conclusions, i.e.,
that the keys to success in the fight against poverty
are the empowerment of communities to chart
their own course in dealing with problems atten-
dant to poverty, and to address the needs of all
families and children in the community, not just
those who are at immediate risk. As discussed be-
low, the Commonwealth must enhance its human
capital through investments in education, train-
ing, nutrition and health care, and thereby secure
brighter futures for all its citizens, including the
poor. As a result, Kentucky will not only reduce
poverty but will become the vibrant and prosper-
ous state that it can be.

The Commission consciously refrained from
immersing itself in a philosophical discussion of
the causes of poverty, which, in its view, are as many
and varied as the people affected.* Rather, the
Commission chose to concentrate on immediate
problems which lend themselves to practical solu-
tions. For example, the Commission found unem-
ployment to be one of the most basic and compel-
ling explanations of poverty, and emphasized rec-
ommendations which addressed that issue. Dur-
ing each meeting and hearing, the Commission
simply identified ways of reducing poverty and
strengthening families and communities, instead
of defining and assigning value to various causal
explanations. Granted, this strategy required the

Commission to make certain causal assumptions
about the nature of poverty. Nevertheless, the Com-
mission believed this approach to be more realis-
tic and efficient than engaging in an endless de-
bate over the causes of poverty and then develop-
ing recommendations based on that discussion.

Homelessness, the availability of legal services
for the poor, and a detailed examination of urban
and rural public housing programs are not in-
cluded in the discussion, for the obvious reason
that, given the limited time and resources, the
Commission could not address every aspect of
poverty. But the Commisions’s major mission, to
disclose the incidence and demographics of pov-
erty, to identify its immediate source, and to offer
practical suggestions to address its sources, has
been accomplished. Through this report, the Com-
mission hopes to stimulate debate about the lin-
gering dilemma of poverty in Kentucky.

ENDNOTES

" Daniel Schorr, “Foreword,” in America’s New War on
Poverty: A Reader for Action, ed. Robert Lavelle (San
Francisco: KQED Books, 1995), p. xi.

2 The federal government conducted the 1990 Census in
1989. In the interest of accuracy, the prior year is cited
for official census data.

* Chapter 4 of James Jennings’ Understanding the Nature of
Poverty in Urban America (1994) reviews major
explanations of urban poverty. The Task Force on
Persistent Rural Poverty examines major theories of rural
poverty in Persistent Poverty in Rural America (7993).
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Chapter l| Poverty in Kentucky: A Demographic Analysis'

ny significant effort to address the causes
A?f poverty requires an understanding of
he features of the problem. This in-
cludes a disclosure of how many poor there are in
Kentucky, where they are, who they are, and if pos-
sible, why they are poor. This chapter presents
the relevant data, examines its significance, and
offers conclusions regarding the de-
velopment of state policy address-

low the poverty threshold) are likely to have more
in common with the near-poor (earning just above
the threshold) than with those who are abjectly
poor (earning less than half the threshold) —
though their official poverty status would suggest
otherwise. The traditional poverty thresholds cap-
ture neither depth of poverty nor proximity to poverty.

Some critics contend that the poverty thresh-

ing poverty. Table 2.1 .
The federal government defines 1994 Federal Poverty Thresholds
“poverty” as three times the annual o . . .
cost of a minimally adequate diet, Family Size 100% of Poverty | 200% of Poverty | 300% of Poverty
as determined by the U.S. Depart- 1 $7547 $15,004 $22.641
ment of Agriculture.? This standard 2 $9,661 $19,322 $28,983
varies by family size, number of chil- 3 $11,821 $23,642 $35,463
dren, and age of the head of house- 4 $15,141 $30,282 $45,423
hold. In addition, an annual adjust- S $17,900 $35,800 $53,700
i ; : 6 $20,235 $40,470 $60,705
ment is made for inflation, as mea- 7 $22.923 $45.846 $68.769
sured by the Consumer Price Index. 8 $25:427 550:854 $76,281
Table 2.1 provides the latest federal 9 or more $30,300 $60,600 $90,900

poverty thresholds. For example, a
family of three with an income of
$11,821 or less would be classified
as “poor” according to federal poverty thresholds.

A common misconception about poverty is that
the federal poverty thresholds offer an accurate
and complete definition of who is poor. The
thresholds have been criticized for a number of
conceptual and technical shortcomings, which
tend in some cases to overestimate or to underes-
timate the extent of poverty. The conceptual ba-
sis of the poverty thresholds — three times the
cost of a subsistence diet — is no longer valid, as
food now constitutes a smaller share (about one-
fifth?) of the average household budget than when
the measure was first constructed, while other ex-
penses, namely housing and child care, comprise
a larger share.

Another conceptual problem is that dollar
thresholds imply a stark, black-and-white world:
one is either “poor” or “nonpoor”. In reality, eco-
nomic status is a continuous spectrum of grays,
on which poverty thresholds are finally an arbitrary
cutoff. Thus, the barely “poor” (earning just be-

Source: U.S. Bureau of the Census
*Figures are the latest available

olds underestimate poverty by ignoring the over-
all rise in national living standards. Since their
development in the 1960s, the thresholds have
been adjusted only for inflation. The result is a
measure of poverty based on a constant standard
of living (in real terms), or an absolute concept of
poverty. Relative poverty, on the other hand, would
reflect rising living standards as well as rising prices.
In this view, the current thresholds are too low,
since they are based on a 30-year-old standard of
living, and the extent of poverty is therefore un-
derstated. It should be noted that in periods of
declining prosperity, the opposite would hold true:
an absolute measure of poverty (such as the exist-
ing thresholds) would overstate poverty over time,
in comparison with a relative measure. By some
measures, living standards in this country have
been in decline since the mid-"70s. Thus, the long-
term bias of an absolute versus a relative measure
of poverty in this country is not necessarily one of
understatement.

Arelated but broader criticism is simply that the
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thresholds under-
state 2 minimally ad-
equate livelihood —
whether by not ac-

Kentucky Population for Whom Poverty was Determined
By Poverty Status, 1989*

Table 2.2

. . Income as a Percent of Number Percent
counting for rising Poverty
living standards over
time, or simply by be- Beladeovseor:/y 303,451 8.5%
. naer o s 5%
ing set too low at the 50% to 74% 178.851 5.0%
outset. This view is 75% to 99% 199,525 5.6%
supported by surveys Total 681,827 19.1%
of the public which Above Poverty
inquire how much 100% and up 2,900,632 81%
money is needed “to Total 3,582,459 100%

get by in this commu-
nity”; respondents
generally suggest lev-
els up to 50 percent
higher than the cur-
rent poverty thresh-
old.*

Charges that the thresholds overstate poverty
center not on the level of the thresholds, but rather
on the way family income is measured in compari-
son with the thresholds. In general, only cash in-
come is considered; in-kind assistance, such as food
stamps and health care (Medicaid), is not taken
into account, nor is wealth (assets), such as sav-
ings and property.

Despite these shortcomings, however, the fed-
eral poverty thresholds are valuable as the only
widely available measures which are consistent
across geographic areas and available at a relatively
disaggregated level. In terms of understanding the
demographic and geographic characteristics of

poor Kentuckians, no superior alternative is avail-
able.

How many Kentuckians are poor?
According to the 1990 Census, 19 percent of
Kentuckians (approximately 682,000 individuals)
have incomes below the federal poverty line. The
state’s poverty rate was the sixth-highest in the
nation for 1989, and has been consistently high
over the last 30 years. In 1969 and 1979, the state
poverty rates were 22.9 and 17.6 percent, respec-
tively. Thus, while government programs may have
mitigated some of the effects of poverty on fami-
lies, it is clear that they have not been successful in

Source: U.S. Bureau of the Census

*The Census Bureau does not determine poverty status for the entire population.
Excluded are institutionalized persons, persons in military group quarters, residents
of college dormitories, and unrelated individuals under 15 years old. These excluded
groups consitute less than 3 percent of Kentucky's population.

significantly reducing the proportion of Kentuck-
ians who are poor.

Table 2.2 provides a breakdown of the income
level of poor Kentuckians expressed as a percent
of the federal poverty threshold. This table pro-
vides information about the depth of poverty in
the state. As the table shows, those whose incomes
fall below the federal poverty line are not uniformly
“poor.” Approximately 8.5 percent of the popu-
lation (300,000 individuals) subsist on incomes less
than half the federal poverty threshold.

Where are the poor in Kentucky?

The most common geographic analysis of the
poor in Kentucky is at the county level. This sec-
tion begins with that traditional level of geographic
analysis, but extends the analysis to incorporate
Census information about poverty at the subcounty
level as well.

County Analysis
Figure 2.1 classifies counties in Kentucky by
ranges of poverty rates. Counties with the highest
poverty rates are, with the exception of Fulton
County, located exclusively in eastern Kentucky.
Those with the lowest rates are found in urban
areas, particularly Jefferson, Fayette, Boone,

Kenton, and Campbell Counties.
Although the county poverty rate is useful for
showing the concentration of poor persons within
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Figure 2.1: Range of Poverty Rates for Kentucky Counties in 1989

Poverty Rate

16.3-13.1
71132-139
192-28.9
300-52.1

Source: Bureau of the Census, Summary Tape File 3A

Figure 2.2: Number of Kentuckians Living in Poverty by County, 1989

Source: Bureau of the Census, Summary Tape File 3A

a given area, it provides no indication of the num-
ber of poor in that area. Figure 2.2 illustrates the
number of poor in each county. (The counties
with the highest peaks have the greatest numbers
of poor. The poverty rate and number of poor in
each county are provided in the Appendix.) For
example, the highest peak is found in Jefferson
County, which has the greatest number of poor.
The second-highest peak rises above Fayette
County, with the second-highest number.

Table 2.3 lists the counties with the five highest
poverty rates and those with the five largest num-
bers of poor, in order to illustrate the importance
of using both measures to gain a more complete
picture of county-level poverty within the state.

Owsley County’s poverty rate of 52.1 percent is the
highest in the state, and indeed the nation. How-
ever, because the county has such a small popula-
tion, this very high poverty rate represents a rela-
tively small number — 2,570 people in poverty.
Contrast this with Jefferson County, the state’s most
populous county. While its poverty rate of 13.7
percent is approximately one-fourth that of Owsley
County, it represents nearly 90,000 people, or 30
times as many poor as in Owsley County.

While the counties with the highest poverty rates
are concentrated in eastern Kentucky, the coun-
ties with the largest numbers of poor people are in
urban areas. The high rates of poverty in eastern
Kentucky are as much a reflection of the absence
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Table 2.3
Five Kentucky Counties with the Highest Poverty Rates and Largest Numbers of
Poor, 1989*
Poverty Rate Number of Poor
Population*| Number | Poverty Population* | Number | Poverty
of Poor | Rate of Poor | Rate
1. Owsley 4,930 2,570] 52.1%| {1. Jefferson 653,174] 89,755 13.7%
2. McCreary 15,533 7,062| 45.5%| |2. Fayette 213,016 30,108} 14.1%
3. Wolfe 6,403 2,835 44.3%| |3. Pike 71,760{ 18,234] 25.4%
4. Magoffin 12,881 5479 42.5%| {4.Kenton 139,944 13,792 9.9%
5. Knott 17,416 7,035 40.4%| |5.Floyd 43,301] 13,521 31.2%

Source: U.S. Bureau of the Census

*The Census Bureau does not determine poverty status for the entire population.
Excluded are institutionalized persons, persons in military group quarters, residents
of college dormitories, and unrelated individuals under 15 years old. These excluded
groups constitute less than 3 percent of Kentucky's population.

of the nonpoor as they are an indication of the
presence of the poor. The presence of large num-
bers of nonpoor in urban areas tends to obscure
the fact that urban counties are home to a large
number of poor residents.

Targeting assistance to counties with the high-
est poverty rates draws assistance away from the
counties where most poor people live. The use of
county poverty rates “hides” those who are poor in
the midst of relative affluence. A policy which tar-
gets programs to the poor, no matter who lives
around them, will have a very different distribu-
tion than a policy which targets programs to the
poor in counties with the highest poverty rates.
Consideration should be given to whether the goal
of a particular antipoverty program is to reduce
the poverty rate of areas, or to change the poverty
status of individuals. While the two goals are not
mutually exclusive, it is important to understand
that achieving the former does not necessarily
achieve the latter. Indeed, the two measures can
even move in opposite directions: the poverty rate
of an area can fall even as the number of poor
increases — if the number of nonpoor increases
by a proportionately greater amount.

The geographic distribution of poverty is dif-
ferent for various subgroups of the poor. Poor
children are more likely to be concentrated in both
eastern Kentucky and in Jefferson and Fayette

Counties. Approximately 138,000 of the 234,000
poor children in the state are found in urban ar-
eas. Jefferson, Fayette, Boone, Campbell, and
Kenton Counties combined are home to nearly a
third of the state’s poor children.

Altogether there are approximately 91,000 eld-
erly poor, and they are less likely than other sub-
groups of the poor to be concentrated in eastern
Kentucky and urban areas, and more likely to be
found in western and south-central Kentucky.
Pulaski, Madison, Barren, McCracken, and Wayne
Counties, in particular, have a relatively larger num-
ber of poor elderly than they have of poor chil-
dren or of poor people in general.

Black Kentuckians, particularly those who are
poor, reside in Jefferson, Fayette, Christian, and
Hardin Counties. Of the 160,000 black Kentuck-
ians in poverty, most (63 percent) live in these four
counties. While also relatively populous, Boone,
Kenton, and Campbell Counties account for only
2 percent of black Kentuckians living in poverty.

Nearly 52 percent (51,519) of female-headed
families with related children under 18 in Kentucky
are living in poverty. This is in contrast to 13.7
percent (57,214) and 29.9 percent (5,683) for
married-couple and male-headed families, respec-
tively. Although their greatest concentration is in
urban areas, ferale-headed families with children
under age 18 are found throughout the state.
Wherever they live, they are likely to be poor.
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Subcounty Analysis

To complete the Census counts each decade,
the Bureau of the Census divides the country into
geographic units that are smaller than counties or
cities. Specifically, “block groups” are defined to
be comparable in size to a large neighborhood.
In the 1990 Census, the Bureau defined approxi-
mately 3,500 block groups in Kentucky, with an
average of 1,044 residents per block group. The
Bureau of the Census makes some of the data it
collects available for these subcounty geographic
areas. When this data is analyzed, patterns emerge
which are different from those exhibited in the
county-level analysis.

As shown earlier, analysis of county poverty rates
indicates that areas with the highest concentrations
of poverty are found almost exclusively in eastern
Kentucky. On the other hand, if the poverty rate
is shown at the block-group level, it becomes ap-
parent that there are pockets of poverty through-
out the state. The overwhelming majority of block
groups (3,443) contained at least some poor per-
sons. Thus, while poverty rates are highest in east-
ern Kentucky, and while most poor people inhabit
urban areas, there is really no area of the state that
is unaffected by problems associated with poverty.
Antipoverty programs which target recipients on
the basis of either poverty rate or the number of
poor address the problems of being one of mostly
poor or one of many poor, but may not address
the plight of the poor who fall outside those statis-
tically defined areas.

A combined poverty index addresses some of the
limitations regarding the use of either the poverty
rate or the number in poverty as the sole measure
of poverty in an area. This index presents the over-
or underrepresentation of poverty in a local area
— either for all people or for some group of
people — relative to the average rate of poverty
for Kentucky. Itis stated in terms of people: spe-
cifically, the number of people by which poverty
in the area, and for the relevant group, overrepre-
sents or underrepresents the overall state average.
The combined index accounts for both the con-
centration (or percent) of poor and the incidence
(or number) of poor.

For example, assume that a local area with a
population of 1,000 has 290 people living in pov-
erty, or a poverty rate of 29 percent. If this area
had the same rate of poverty as the state as a whole
(19 percent), it would have only 190 people in
poverty (rather than 290) and would perfectly rep-

(44
Thus, while poverty rates

are highest in eastern Ken-
tucky, and while most poor
people inhabit urban areas,
there is really no area of
the state that is unaffected
by problems associated
with poverty. 99

resent the state in terms of poverty rate. However,
with 290 people in poverty, the area could be de-
scribed as disproportionately poor, or overrepre-
sented in poverty relative to the state. The com-
bined index measures the magnitude of that
overrepresentation by stating how many people
would have to be raised above poverty for the local
area’s poverty rate to equal the state’s. In this case,
the local area is overrepresented by 100 poor
people (290 minus 190); that is, if 100 fewer people
were in poverty, the area’s poverty rate would equal
the state average of 19 percent. The same applies
to the opposite case of underrepresentation: the
index measures how many more people would have
to be impoverished for the area’s poverty rate to
equal the state’s.

A set of maps was developed to display the un-
der- and overrepresentation of the poor in each
of the block groups in Kentucky. The first map
(Figure 2.3) presents the index for all of Kentucky.
However, because the populous areas contain so
many block groups that are obscured by the scale
of the full state map, separate maps are presented
for Jefferson, Fayette, and the northern Kentucky
counties of Kenton and Campbell as well (Figures
24-26).

In terms of the geographic distribution of pov-
erty at the subcounty level, the maps reveal an
important difference between urban and Appala-
chian poverty. Eastern Kentucky contains approxi-
mately 30 block groups in which poverty is over-
represented by at least 400 people. Jefferson,
Fayette, and northern Kentucky have 20, 9, and 2
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such block groups, respectively, with the same
amount of overrepresentation. In particular,
Jefferson and Fayette Counties have numerous
small areas where poverty is extremely overrepre-
sented — areas in close proximity to more pros-
perous areas. On the other hand, eastern Kentucky
contains relatively few prosperous areas, as mea-
sured by the combined index. Thus, although they
are similar in magnitude (according to this index),
the poverty of eastern Kentucky is spread over a
large geographic area and is relatively uniform,
while urban poverty is concentrated in small pock-
ets near large areas of relative affluence.
Assimilar analysis was conducted of the over- and
underrepresentation of subgroups of the poor, by
block group. The conclusion from this analysis is
that poor children are more overrepresented than
the general population of poor in both eastern
Kentucky and in Jefferson and Fayette Counties.
Conversely, the elderly poor are less overrepre-
sented in the urban areas, and more overrepre-
sented in south-central and western Kentucky.
Black Kentuckians, and particularly those who are
poor, reside primarily in Jefferson, Fayette, Chris-
tian, and Hardin Counties. Female-headed fami-
lies exist across the state, but wherever they live,
they are likely to be poor. Their greatest
overrepresentation is in urban areas.

Finally, use of all three tools to measure pov-
erty in Kentucky (the county poverty rate, the num-
ber of poor per county, and the combined poverty
index) helps to challenge another myth about pov-
erty in Kentucky: the misconception that poverty
occurs mostly in the eastern portion of the state.
While counties in this geographic area have the
highest poverty rates, the greatest number of poor
.. Kentuckians are found in urban counties, particu-

larly Jefferson, Fayette, Boone, Kenton, and
- Campbell Counties. The combined index reveals
that Jefferson and Fayette Counties, taken to-
gether, account for nearly the same number of
block groups overrepresented by at least 400
people in poverty as do all counties of eastern
Kentucky combined.

Who are the poor in Kentucky?

While knowing how many Kentuckians are poor
and where they live aids in the design of antipov-
erty efforts, it is of little help in understanding why
certain Kentuckians fall into, and often remain in,
poverty. This section presents a brief description
of the demographic characteristics of poor Ken-

tuckians in an attempt to further such an under-
standing.’

Two assumptions guided the selection of the
major groups for analysis in this section. First, the
inexorable demographic changes associated with
the aging of a large “baby boom” generation and
the rise of a much smaller “baby bust” generation
make Kentucky’s economic future profoundly a
matter of its children’s future. A high-quality la-
bor force of sufficient size to allow a small state
like Kentucky to compete in a global labor market
cannot be assured if a large number of its children
must enter that market burdened with the long-
term disadvantage of growing up in poverty.

Second, in considering why children are poor,
it is immediately apparent that children are poor
not through any action of their own, but because
the adults responsible for their care do not, or
cannot, obtain sufficient incomes to raise them-
selves and their children out of poverty. Thus, the
question of why children are poor is that of why
the adults responsible for them are poor. Exam-
ining the characteristics of the latter group is a
major focus of the analysis. Within this group, there
is particular policy interest in exploring the char-
acteristics of the working poor.

Adults in Households with
Children in Poverty

Table 2.4 summarizes some of the major demo-
graphic characteristics of adults with children in
poverty. First, they are more likely to be young
(19-25), female, black, and rural (non-farm) than
adults living with children not in poverty. Second,
according to Census data, they are more likely to
live in a two-person household (one adult and one
child) or in a household with 6 or more persons
than is the comparison group. Third, adults with
children in poverty are less likely to be in married-
couple families and more likely to be female heads
of households. Similarly, they are less likely to be
married and more than twice as likely to be di-
vorced, separated, or never married.

The single largest set of differences between
adults with children in poverty and those with chil-
dren above poverty involves reported work status.
Of the adults with children in poverty, 31 percent
reported that they lived in a family in which no
one had worked in the previous year, compared
to 1 percent in the other group of adults. Con-
versely, 54 percent of the adults with children not
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Table 2.4
Characteristics of Adults in Households with Children
In Not In in Not In
Characteristic Poverty Poverty Characteristic Poverty Poverty
_Age Group Percent | Percent Years of School Percent | Percent
19t0 25 23.2 13.5 8th Grade or Less 23.1 6.4
261035 378 35.6 Some High School, No Diploma 31.7 13.3
361045 23.6 349 High School Graduate 32.0 384
45 to 65 13.2 14.3 Some College, No Degree 9.5 20.2
Over 65 22 1.7 College Degree 3.7 217
Gender Number of Workers in Family
Male 39.3 48.2 N/A (Non-Family Household) 0.7 0.01
Female 60.7 51.8 No Workers 314 1.3
One Worker 432 255
Race Two Workers 20.6 53.6
White 88.2 93.6 Three or More Workers 4.2 19.6
Black 111 54
Other 0.7 1.0 Worked in 1989
Yes 475 83.5
Location No 52.5 16.5
Urban 33.6 47.1 )
Rural Farm 34 4.2 Number of Weeks Worked in 1989
Rural Non-Fam 62.9 48.6 None 52.5 16.5
11t 13 118 4.3
Number of Persons in Household 1410 26 9.4 54
2 Persons 9.5 27 271039 6.1 6.4
3 Persons 26.2 326 40 to 51 78 16.0
4 Persons 310 40.2 52 126 514
5 Persons 18.9 16.7
6 or more Persons 144 78 Usual Hours Worked Per Week
None . 52.5 16.5
Number of Associated Children 11020 7.2 5.9
One 349 48.2 211039 13.0 13.7
Two 35.0 37.4 40 20.3 40.1
Three 19.6 113 More than 40 6.9 238
Four 6.9 23
Five 23 0.6 Worked During Previous Week
More than Five 13 0.2 Worked 33.1 728
Did Not Work 66.9 271
Household or Family Type .
Married-Couple 63.1 88.9 Industry When Worked Last
Male Householder 48 26 Did Not Work Since 1985 327 7.4
Female Householder 314 85 Agricultural, Forestry & Fisheries 53 79
Non-Family Household 0.7 0.0 Mining 2.2 33
Construction 5.7 8.5
Marital Status Manufacturing 10.9 16.2
Now Married 60.7 82.7 Retail Trade 16.4 24.4
Widowed . 33 1.8 Services 17.3 25.7
Divorced or Separated 20.7 73 Other 9.5 6.6
Never Married 153 8.2 :
Occupation When Worked Last
Relation to Householder Did Not Work Since 1985 32.7 7.4
Householder 57.6 471.7 Sales 6.9 10.2
Spouse 288 40.5 Administrative Support & Clerical 4.7 7.0
Adult Child 8.0 77 Services 17.7 26.3
Other Relative 27 3.1 Agricuftural 5.7 8.5
Unmarried Partner 19 08 Repair 8.3 123
Other Non-Relative 0.9 0.2 Machine Operators & Laborers 18.5 275
Other 49 0.8
Attending School
Not in School 93.5 92.1
in School 6.5 7.9

Source: LRC staff analysis of the 1990 Public Use Microdata Sample for Kentucky, provided by the U.S.

Bureau of the Census.
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Table 2.5
Percent of Full-Time Hours Worked in 1989
Adults Living with Children

Percent of
All Adults With
Percent of Full-Time Non- Poor
Hours Worked in 1989 Poor Children
Children
0 to 25 percent 23.0 67.6
26 to 50 percent 7.0 9.5
51 to 75 percent 8.4 7.0
76 to 100 percent 40.3 119
More than 100 percent 21.3 4.0
Total 100.0 100.0

Percent of Percent of
Women With Men With
Non- Poor Non- Poor
Poor - Children Poor Children
Children Children
35.7 771 9.4 52.8
9.5 8.2 4.4 115
111 5.8 54 8.8
36.3 7.9 44.5 18.1
7.4 1.0 36.3 8.8
100.0 100.0 100.0 100.0

Source: LRC staff analysis of the 1990 Public Use Microdata Samplie for Kentucky, provided by the U.S.

Bureau of the Census.

in poverty reported that 2 or more family mem-
bers had worked in the previous year, compared
to 21 percent of the adults with children in pov-
erty. Even this statistic is somewhat misleading, in
that it indicates whether any person in the house-
hold worked at all, even if only for a few days, in
the previous year.

The interruption in work status for adults with
children in poverty is highlighted by the fact that
two-thirds of them reported that they had not
worked the previous week, compared to 27 per-
cent of the other group of adults.

Although 47 percent of adults living with poor
children reported having worked in the previous
year, only 12 percent of them reported that they
worked in all 52 weeks. The corresponding per-
centages for the adults with nonpoor children were
84 percent and 51 percent, respectively. Overall,
the differences in the amount of time worked are
profound.

Since women are overrepresented in the group
of adults with children in poverty, it might be as-
sumed that a substantial amount of the disparity
lies in the difference in work status between the
sexes. Controlling for the gender of the respon-
dent, however, does not greatly lessen the dispar-
ity. To simplify the comparison, a total number of
work hours was calculated for each respondent by
multiplying the number of weeks worked in 1989
by the usual number of hours worked per week. A
person working 40 hours per week for 52 weeks

works a total of 2,080 hours. This amount was di-
vided into four equal amounts, with those work-
ing fewer than 520 hours classified as working 25
percent of full-time hours or less, and so on for 50
percent, 75 percent, and 100 percent of full-time
hours. Those who worked more than 2,080 hours
were classified as working more than 100 percent
of full-time hours.

As Table 2.5 clearly indicates, the differences in
the amount of time worked are profound, even
controlling for gender. For example, 35.7 percent
of women with nonpoor children worked 0 to 25
percent of full-time hours, while 77.1 percent of
women with poor children worked the same
amount. For men, only 9.4 percent of men with
nonpoor children worked 0 to 25 percent of full-
time hours, while 52.8 percent of men with poor
children worked similar hours.

Table 2.6 provides the reported sources of in-
come for adults with children in poverty. Although
itis commonly believed that most poor people are
on welfare, this notion is incorrect. Only one-
fourth of the adults living with children in poverty
reported receiving any income from public assis-
tance. And the largest proportion of these adults
(42%) reported receiving wages and salary as their
main source of income.

While instructive for understanding whois poor,
a summary of demographic characteristics does not
answer the key question of why some adults do not
(perhaps cannot) provide sufficient incomes to
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Table 2.6
Percent of Respondents Reporting Any Income from Various Sources
Adults With Children in Poverty
Wages and Salary Public Assistance
None 58.2 None 74.9
$1 to $5000 249 $1 to $5000 23.8
$5001 to $10,000 13.4 $5000 to $10,000 1.3
More than $10,000 35

Source: LRC staff analysis of the 1990 Public Use Microdata Sample for Kentucky, provided by the U.S.

Bureau of the Census.

raise themselves and their children out of poverty.
Demographic characteristics explained only 34
percent of the variation in family income in this
sample. Education accounted for the greatest share
of this variation (22 percent). Apparently, other
variables relating to development, psychology,
community, and welfare program restrictions must
be studied in order to better answer the question
of why. Analysis which moves beyond assessment
of the individual characteristics of the poor is nec-
essary to begin to understand the community dy-
namics that also affect how many people will be
poor and who those poor will be.

Children in Poverty

For the purpose of this demographic analysis,
“children” are defined as persons 18 years or
younger. Table 2.7 summarizes the characteris-
tics of this group. As the table shows, most poor
children in Kentucky are white, although black chil-
dren are significantly overrepresented in the group.
Put another way, the poverty rate for black chil-
dren is much higher than it is for white children.
In terms of family characteristics, poor children
are much more likely to live in households with 1
or 2 persons, or with 6 or more persons, than are
nonpoor children.® Thirty-eight percent of poor
children live in female-headed households. Fifty-
one percent live in married-couple families, com-
pared with 87 percent of nonpoor children. Sev-
enteen percent of poor children reported not at-
tending school as of 1989, while 12 percent of.
nonpoor children were not in school.

Interestingly, while the majority of adults with
children in poverty live in rural areas, the majority.
of poor children themselves live in urban areas.
The difference is accounted for by the fact that
rural children are more likely to live in married-

couple families that have more adults present,
while urban children are more likely to live in fami-
lies with a single adult, usually a woman. Also, over
half of all poor children live in families with in-
comes 50 percent or less of the federal poverty
threshold. Thirty percent of “nonpoor” children
live in families with incomes between 100 and 200
percent of the federal poverty line. While these
children may not be classified as poor, they are
best described as “near-poor,” since they live in
families with income levels that might not with-
stand any disruption — such as a temporary lay-
off or the addition of another family member.

Forty-eight percent — nearly half — of
Kentucky’s children live in families with incomes
200 percent of the federal poverty level or below.
Among black children, 70 percent are below 200
percent of the poverty level, and 28 percent are
below 50 percent. In terms of family type, 39 per-
cent of children in married-couple families are
below 200 percent of the poverty level, and 7 per-
cent are below 50 percent. The corresponding fig-
ures for female-headed families are 80 percent and
37 percent, respectively.

The single largest difference between poor and
nonpoor children is the work status of the adults
with whom they live. Thirty-one percent of all poor
children live in a household where no one worked
in the previous year. Only 1 percent of nonpoor
children lived in a household where no one
worked. Twenty-two percent of poor children lived
with two nonworking parents, and 30 percent lived
only with nonworking mothers. However, 27 per-
cent of poor children lived in families with one
working parent, and 3 percent lived with two work-
ing parents. The comparable figures for nonpoor
children were 54 percent and 29 percent, respec-
tively.
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Table 2.7
Characteristics of Children in Poverty
(Age 18 and Under)

In Not In In Not In

Characteristic Poverty | Poverty Characteristic Poverty | Poverty
Age Group Percent | Percent Attending School (Age 4-18) | Percent | Percent
5 or Under 32.8 29.0 Not in School 171 12.2
6to 12 37.1 38.3 In School 82.9 87.8
13to 15 14.2 16.7 '
1610 18 15.9 15.9 Number of Workers in

Family

None 31.2 1.2
Gender One 42.6 29.6
Male 51.6 515 Two 17.4 54.5
Female 48.4 48.5 Three or More 2.9 14.7

Not Reported 5.9 n/a
Race
White 84.9 93.2 Full-Time Employment

Status of Parents:
Black 142 5.9 ] | Living with Both Parents
Other 0.9 0.9 Both Parents Working 3.1 29.1

Father Only Working 16.9 40.8
Location Mother Only Working 28 4.3
Urban 58.9 51.7 Neither Parent Working 22.3 5.5
Rural 41.1 48.3 Living With Father Only
Father Working 1.2 22
Number of Persons in Father Not Working 2.8 0.6
Household
1 Person 35 0.0} { Living With Mother Only
2 Persons 7.8 3.3 Mother Working 5.8 7.0
3 Persons 20.2 22.6 Mother Not Working 29.6 3.2
4 Persons 27.8 41.7 Other
5 Persons 21.2 218 Non-Parent Household 15.5 7.3
6 or more Persons 19.5 10.8
' Family Income:

Household or Family Type Percent of the Poverty Level
Married-Couple 50.6 87.0 0 to 50 Percent 55.3 0.0
Male Householder 5.1 2.8 51 to 100 Percent 44.7 0.0
Female Householder 38.4 10.1 101 to 150 Percent 0.0 14.6
Non-Family Household - 5.9 0.1 151 to 200 Percent 0.0 15.7

More than 200 Percent 0.0 69.7

Source: LRC staff analysis of the 1990 Public Use Microdata Sample for Kentucky, provided by the

U.S. Bureau of the Census.

Note that the comparison is for number of work-
ers only and does not control for number of hours
worked, industry, or occupation. Therefore, it
seems reasonable to conclude that the key predic-
tor of whether a child is living in poverty is the
presence of at least one working adult in the fam-
ily. In terms of raising children out of poverty, it
appears that it is the presence of a worker that mat-
ters more than the quality of the work, in terms of
wages or salary.

The Working Poor and Near-Poor

Policy interest has focused recently on the plight
of the working poor. It is widely held that those
who are expending significant effort to move their
children out of poverty may have a compelling
claim for assistance. However, any analysis of the
“working poor” must recognize that there is no uni-
versally accepted definition of this group. There
are two steps involved in defining “working poor.”
First, of course, one must define “poor.” When
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some discuss the plight of the working poor, they
have in mind those who work full-time, but are
still unable to access the main features of “the
American dream,” such as home ownership, reli-
able transportation, and some measure of eco-
nomic security. The problem with this concep-
tion is that there is no firm measure of “poor.”
Therefore, for the purposes of this analysis, indi-
viduals are classified as “poor” if they live in fami-
lies with incomes below the federal poverty line.
As noted earlier, this income is substantially be-
low the amount most survey respondents suggest
as an adequate income for a family to “get by.”

The second step involves determining when an
individual is working. The Bureau of the Census
defines “worker” as anyone who answered “yes” to
the question, “Last year [1989], did this person
work, even for a few days (italics added), at a paid
joborin a business or farm?” This is the data used
to quantify the number of “workers” in a family, as
discussed above. However, in defining the “work-
ing poor” for this analysis, the decision was made
to refine the definition of “worker” to include only
those who reported having worked at least 76 per-
cent of full-time hours in the previous year. Note
that this definition of “working” does not include
those who find themselves part of the contingent
labor force — either through working part-time
(fewer than 30 hours a week) or intermittently
(fewer than 39 weeks during the year). Contin-
gent workers comprise an increasing share of the
labor force, and are more likely than those defined
as “working” in this report to have incomes below
the poverty line.

When the above definitions are used, there are
few Kentuckians who can be classified as “working
poor.” According to 1990 Census data, a relatively
small percentage (15.5 percent) of adults with poor
children were working more than 75 percent of
full-time hours (Table 2.8). Examined from an-
other direction, only 6 percent of adults classified
as working more than 75 percent of full-time hours
have family incomes at or below 100 percent of
poverty. These percentages yielded a sample size
too small for further analysis.

To increase the sample size, those who worked
more than 75 percent of full time hours and had
incomes between 100 and 200 percent of the pov-
erty threshold were defined as the “working near
poor.” Therefore, for the purpose of analyzing
their characteristics, adults working more than 75
percent of full-time hours and falling below 200

percent of poverty are classified as the working poor
and near-poor. Those working over 75 percent of
full-time hours with incomes over 200 percent of
poverty are designated the “working nonpoor.” Ac-
cording to these definitions, 26 percent of work-
ing adults are classified as poor and near-poor, and
74 percent are classified as “nonpoor.”

An analysis of their demographic characteristics
reveals that the working poor and near-poor tend
to be younger and are more often black and rural
than the working “nonpoor.” The working poor
and near-poor are more likely to live in families of
2 persons or 5 or more persons. In addition, they
are more likely to be responsible for the care of a
greater number of children than the comparison
group. Also, the working poor and near-poor are
less likely to be in married-couple families and
more than three times as likely to be in female-
headed families.

In terms of educational background, the larg-
est category of respondents in working poor and
near-poor groups includes those with a high school
education but no more. Persons in either group,
however, are much more likely to have less than a
high school education than the working
“nonpoor.” With respect to work status, the work-
ing poor and near-poor are much more likely to
live in families with only one worker and much
less likely to live in families with two or more work-
ers.

Although this section discusses only a few char-
acteristics, an examination of all the characteris-
tics of working poor and near-poor Kentuckians
reveals that having a job is the single most impor-
tant characteristic of adults in determining whether
their families live above or below poverty — re-
gardless of the income from that job or the num-
ber of hours worked. When considering the situ-
ation of those who work more than 75 percent of
full-time hours, however, it is clear that the num-
ber of children in the family, the number of work-
ers in the family, and the income from the job all
have a significant effect on whether that family
earns an income above 200 percent of poverty or
whether they remain officially out of poverty, but
at risk of falling into it.

How are the poor changing?

Several important demographic trends relating
to total population changes and to various sub-
groups of the poor have occurred in Kentucky. In
reference to the total population, Table 2.9 lists
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Table 2.8
Characteristics of Adults Who Worked More than 75 Percent of Full-Time Hours
200% of | More than 200% of | More than
Poverty 200% of Poverty 200% of
Characteristic or Less Poverty Characteristic or Less Poverty
| Age Group Percent Percent Years of School Percent Percent
19 to 25 179 8.7 8th Grade or Less 98 3.1
26 t0 35 45.2 35.2 Some High School, No Diploma 219 9.0
36 to 45 271 41.2 High School Graduate 44.7 36.9
46 to 65 9.6 14.6 Some College, No Degree 16.0 21.4
Over 65 0.3 0.2 College Degree 7.5 20.6
Gender Number of Workers in Family
Male 60.1 59.3 One Warker 42.7 14.3
Female 39.9 40.7 Two Workers 472 62.6
Three or More Workers 9.8 23.0
Race
White 89.8 94.5 Worked During Previous Week
Black 9.2 4.7 Worked 851 92.3
Other 1.1 0.7 Did Not Work - 14.9 7.7
Location Percent of Full-Time Hours Worked
Urban 60.6 494 76 to 99 Percent 19.5 10.8
Rural 394 50.6 100 Percent 58.0 56.9
More than 100 Percent 225 32.2
Number of Persons in Household
2 Persons 7.2 24 Industry When Last Worked
3 Persons 269 36.3 Agricultural, Forestry & Fisheries 4.8 2.0
4 Persons 36.1 41.3 Mining 3.0 3.8
5 Persons 19.3 14.3 Construction 9.6 6.1
6 or more Persons 10.5 5.7 Manufacturing 208 23.2
Retail Trade 18.3 11.8
Number of Associated Children Services 223 274
One 36.1 50.8 Other 21.2 25.7
Two 39.6 37.6
Three 17.6 9.7 Occupation When Last Worked
Four 47 16 Sales 8.5 9.8
Five or More 20 0.3 Administrative Support & Clerical 10.4 14.7
Services 16.4 7.2
Household or Family Type Agricuftural 52 1.8
Married-Couple 75.9 91.5 Skilled Trades 19.1 19.0
Male Householder 46 22 Machine Operators & Laborers 29.1 19.4
Female Householder 19.5 6.3 Managerial & Professional 9.7 27.7
Other 16 04

Source: LRC staff analysis of the 1990 Public Use Microdata Sample for Kentucky;,

Bureau of the Census.

the number of Kentuckians in various subgroups
in 30-year increments since 1900. As the table
shows, the long-term trend in Kentucky (as in the
U.S.) is that the number of young has declined
both in absolute number and relative to other age
groups, while the number of elderly has done just
the opposite.

In 1979 the number of related children under
18 years old in Kentucky was 1,063,000. By 1989
that number had declined by 12 percent to
938,000. According to population projections by

provided by the U.S.

the Kentucky Data Center, this trend is expected
to continue at least through the year 2020.

While the total number of youth is on the de-
cline in Kentucky, the percentage of children who
are poor is growing. According to Census data,
the poverty rate for the subgroup of related chil-
dren under age 18 in the state was 24.8 percent
(229,530 children) in 1989. This is 4.9 percentage
points greater than the comparable national rate
for the same year, and 3.2 percentage points
greater than the 1979 rate for Kentucky.
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Table 2.9
Kentucky Population
Age
0-14 15-64 65+
Year Number Percent Number Percent Number Percent Total
1900 809,000 37.7 1,254,000 58.4 77,000 3.6 2,140,000
1930 889,000 34.0 1,582,000 60.5 142,000 54 2,613,000
1960 979,000 32.2 1,766,000 58.1 292,000 9.6 3,037,000
1990 794,838 21.6 2,425,459 65.8 464,999 12.6 3,685,296
2020 704,559 17.9 2,566,548 65.3 728,000 16.9 4,313,000
Source: Kentucky Data Center (1993)
What ac- Table 2.10
counts for Poverty Status of Related Children Under 18 Years Old and Families
the rise in the with Related Children Under 18 in Kentucky, 1979 and 1989
percentage
of children 1979 1989 Change % Change
who are
poor? From . I
Table 2.10, Related Children Under 18 Years Old
note that the | ropy 1,063,118 938,325  (124,793) -12%
increase in | aApove Poverty 833,296 708,795 (124,501) -15%
the poverty | pgjow Poverty 229,822 229,530 (292) 0%
rate among | poyerty Rate 21.6% 24.5% 2.8%

children Le-
tween 1979
and 1989 oc-

curred in tan- Total 80,969
dem with a Above Poverty 43,750
slight  de- | Below Poverty 37,218
crease in the Poverty Rate 46.0%

number of
children in
poverty. This

is because Total 471,301
there was a | Above Poverty 409,667
much greater | Below Poverty 61,634
decline in Poverty Rate 13.1%

the number

Families with Femaie Householder, No Spouse Present, with Children

All Other Families with Children

99,403 18,434 23%
47,884 4,134 9%
51,519 14,300 38%
51.8% 5.9%
436,161 (35,140) 7%
373,264 (36,403) -9%
62,897 1,263 2%
14.4% 1.3%

of nonpoor
children rela-
tive to the de-
cline in the number of poor children. Several fac-
tors could lead to this situation: birth rates could
be higher for those below poverty; children previ-
ously classified as above poverty could have moved
into poverty; and families with children above pov-
erty could have moved out of the state at a greater
rate than those below poverty.

The total number of families (with or without

Source: U.S. Bureau of the Census, 1990 Census Summary Tape File 3A, Detailed
Characteristics of the Population, Kentucky (1980 Census)

children under 18) increased by 4 percent between
1979 and 1989, while those classified as below pov-
erty increased by 14 percent, compared to 2 per-
cent for families classified as above poverty. This
stronger growth in the number of families below
poverty could also be due to several factors: fami-
lies could be forming at a greater rate below pov-
erty; families previously classified as above poverty
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could have fallen into poverty; and families above
poverty could have moved out of the state at a
greater rate than those below poverty.

Note that the previous two references to time-
series Census data limit the possible reasons for
change to three factors: creation of families,
change in classification of families from above to
below poverty, and migration of families. While the
change attributable to migration can be measured
somewhat through the use of available Census data,
the remaining two (creation and change in classi-
fication) are not measurable because the Bureau
of the Census does not track particular individu-
als or families over time. Consequently, it is diffi-
cult to say which is the predominant cause of the
observed changes.

~ In the case of Kentucky’s elderly, their numbers
are on the rise. According to Table 2.9, in 1960
there were 292,000 elderly, comprising 9.6 percent
of the total population. This number grew to
464,999 in 1990 (12.6 percent of the total). Based
on Kentucky Data Center population projections,
Kentucky will have over 650,000 elderly in 2020
(16.7 percent of the total). The 1989 state poverty
rate for the elderly was 20.6 percent. Although
this represents a 2.7 percentage-point decline from
1979, Kentucky’s poverty rate for the elderly still
remains well above the national average of 12 per-
cent for this group.

Conclusion

The foregoing chapter presented a brief descrip-
tion of poverty in Kentucky. Included was a dis-
cussion of how many poor there are, where they
live, who they are, and how their numbers have
changed over time. The attempt was to provide
information that goes beyond a simple presenta-
tion of the poverty rate by county and a summary
of numbers of people in various categories. Dis-
aggregation of the numbers by subcounty regions
and examination of the characteristics of individu-
als and families who are poor allowed for a more
complete picture of poverty in Kentucky. The ben-
efit of a more complete picture is that it helps chal-
lenge some common misconceptions about the
nature of poverty in the state. Such misconcep-
tions are the focus of the following chapter.

ENDNOTES

" Chapter 1 is based largely on a review of data from the
1990 Census performed by the LRC Staff Economists’
Office. For a more extensive discussion of the demo-
graphic characteristics of poor Kentuckians, see Poverty
in Kentucky: A Detailed Look at the 1390 Census Data
(1994).

?In May 1995, a committee of experts selected by the
National Academy of Sciences recommended that the
federal definition be changed to include disposable
income. For a brief discussion, see “Measuring Poverty:
A New Approach,” in Focus 17: 1 (Summer 1995), pp.
2-14.

* William P. O’Hare, Poverty in America: Trends and
Patterns (Washington, DC: Population Reference
Bureau, 1989), pp. 6-7.

*Ibid, p. 7.

* Some characteristics of each subgroup have been
omitted, and certain subgroups have been omitted
entirely. Please refer to the report cited in footnote 1 for
further information.

¢ Note that “a child living in a 1-person household” means
that the child is living alone. Most of these “children”
are 16-18 years old and are presumably responsible for
supporting themselves.



Figure 2.3
General Population
Over- or Underrepresentation in Poverty
Relative to the State Poverty Rate (19%)

By Census Block Group
Kentucky, 1989
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CHAPTER Il

MYTHS AND REALITY:
SOME MISCONCEPTIONS
AND FACTS ABOUT
POVERTY IN KENTUCKY

uring several of its meetings, the Com

D mission heard testimony from many citi-
zens who currently live in poverty and

many who have received public assistance in the
past. Most were alarmed at the number of myths
about the poor that presently pervade public dis-
course about welfare reform. For example, while
those receiving government assistance are often
considered “lazy,” AFDC recipients who testified
before the Commission expressed a strong willing-
ness to work, but reported that they either could
not find a job with “livable” wages or could not
find a job at all. Drawing largely on the demo-
graphic data presented in the previous chapter,
this chapter reviews and challenges some common
myths, both about the measurement of poverty in
Kentucky and about the individuals who are poor.

Misconceptions about Measuring
Poverty in Kentucky

Even before discussing the characteristics of the
poor in Kentucky, it is important to understand
that the definition and measurement of poverty is
a complex issue with serious policy consequences.
Too frequently, policy decisions reflect an over-
reliance on measures of poverty which give an in-
complete description of the poor.

Myth: The county poverty rate is an adequate mea-
sure of poverty in Kentucky.

FINDING: The county poverty rate tends to
highlight areas with large proportions of poor
people among small populations. Use of the pov-
erty rate as the sole measure of poverty obscures
the fact that many poor live in counties that are

also home to a larger number of nonpoor. Reli-
ance on the county poverty rate alone to allocate
government resources implies that the poor who
live among other poor are of greater concern than
the poor who live amid relative affluence.

Myth: Poverty in Kentucky mostly occurs in eastern

- Kentucky.

FINDING: If the number of poor in each county
is considered, then it is clear that the greatest num-
bers of poor Kentuckians are found in the urban
counties, particularly Jefferson, Fayette, Boone,
Kenton, and Campbell Counties. At the subcounty
(or block-group) level, small areas of concentrated
poverty exist throughout the state. A measure of
poverty which reflects both the poverty rate and
the number of poor in small areas indicates that
Jefferson and Fayette Counties, together, account
for the same number of block groups with an
overrepresentation of at least 400 people in pov-
erty as do all of the counties of eastern Kentucky
combined. (See Chapter II.)

Myth: The federal poverty line is a complete definition
of who is poor.

FINDING: As defined by the Bureau of the Cen-
sus, the federal poverty line is a useful, but lim-
ited, definition of poverty. This guideline has been
criticized as both an underestimate and an overes-
timate of poverty. The value of the federal pov-
erty line, however, lies in its being the only widely
available measure of poverty which is consistent
across time, consistent across geographic areas and
available at a relatively disaggregated level. In terms
of understanding the demographic and geo-
graphic characteristics of the poor in Kentucky,
no superior measure is available. It should be
understood, however, that having an income be-
low the federal poverty line does not fully qualify
individuals for poverty programs. Other eligibil-
ity criteria come into play in determining which
low-income individuals receive government assis-
tance. So it should not be assumed that the char-
acteristics of the poor, as defined by the federal



22

Families First: Kentucky's Poverty Commission

poverty line, are the same as the characteristics of
those who receive government assistance.

Mpyth: Data about poverty are easy to interpret.

FINDING: Like the problem of poverty itself,
federal poverty data are complex and sometimes
difficult to interpret. For example, the statistic
that 47 percent of the poor own (or are buying)
their own homes, while accurate, is easily misin-
terpreted without further examination. First, it
might be of interest to know that 31 percent of
poor homeowners are elderly. While assets such
as a home could be converted into income, state
policymakers have generally been unwilling to
force the elderly out of their homes as a qualifica-
tion for government assistance. Of those poor
homeowners who are younger than 65, the me-
dian home value is less than $20,000, and nearly
one-third of the homes owned are mobile homes.
For the poor who are paying a mortgage, the me-
dian monthly payment is $187, compared to the
median monthly rental payment of $245 for the
poor who are renters. Thus, the conclusion that
home ownership statistics indicate that poverty is
overestimated is likely a misinterpretation of the
data.

Misconceptions about the
Poor in Kentucky

Common misconceptions persist regarding
those people living in poverty as well. Policies
which are based on such misconceptions are less
likely to assist the poor in moving out of poverty
than policies which more accurately reflect their
true circumstances.

Myth: The poor are the same everywhere in Kentucky
and have the same problems.

FINDING: The characteristics of the poor vary
among regions of the state. The poor in eastern
Kentucky are more likely to be adults, more likely
to be living in married-couple families, and less
likely to have a high school diploma than the poor
in general. The poor in urban areas are more likely

to have a high school diploma and more likely to
be black than the poor in general. The elderly
poor tend to be overrepresented in south-central
and far-western Kentucky. Also, the poor are not
uniformly poor and, in many cases, not substan-
tially different from the near-poor. Over half of all
poor children live in families with incomes 50 per-
cent of the poverty line or below, and nearly half
of all children in Kentucky live in families with in-
comes 200 percent of the poverty line or below. It
is likely that the problems facing each of these sub-
groups are different.

Myth: Being poor is essentially a function of charac-
teristics which individuals can change.

FINDING: Research indicates that poverty is
strongly associated with characteristics that indi-
viduals cannot change, such as race, gender, and
age. While programs designed to help individu-
als change characteristics that are alterable, such
as educational attainment or work-preparedness,
can affect the prospects of poor individuals, such
programs alone may not significantly affect the way
poverty is distributed among the population.

l Myth: Poverty programs are only those which give di-
Tect assistance to the poor.

FINDING: State programs other than poverty
programs can also be categorized as antipoverty
programs. Poverty is a multifaceted problem which
requires a multi-level policy response. Programs
that merely target the characteristics of individu-
als in poverty are unlikely to fully succeed, since
individual demographic characteristics were shown
to account for only 34 percent of the variation in
family income. At some point, the ability of the
local economy to provide jobs will determine the
number of people who have them. However, it is
clear that jobs and income are not distributed on
a random basis and that the characteristics of in-
dividuals determine their share of the distribution.
It is also clear that jobs and income are distrib-
uted partly on the basis of characteristics that in-
dividuals cannot change—such as race and sex.

Additionally, poverty has been shown to be cy-
clical—those poor as children are more likely to
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be poor as adults and to raise poor children of
their own. Also, poverty is associated with such
problems as crime and drug abuse, which exacer-
bate the problems of the poor and impinge nega-
tively on the nonpoor as well. Therefore, it is be-
lieved that policy responses to poverty can include
programs besides those which provide direct assis-
tance to the poor. Examples are those which tar-
get economic development efforts; those which
reduce the effects of poverty on children; those
which affect the distribution of jobs and income
on the basis of characteristics which individuals
cannot change (race, gender, and age); and those
which attempt to address problems associated with
poverty (such as crime and substance abuse).

Mpyth: Adding jobs in a community will inevitably help
the poor individuals in that community.

FINDING: While the addition of jobs in a com-
munity may act to reduce the community’s pov-
erty rate, it is not necessarily true that the addition
of jobs will likewise reduce the number of poor
individuals in that community. If the new jobs are
taken by in-migrants to the community, then the
situation of the individual poor will remain un-
changed. Analysis of the 1990 Census data indi-
cated that people who moved within Kentucky and
across state borders had significantly more educa-
tion and were much more likely to have worked in
the previous year than people who had not moved.
Therefore, it is not unreasonable to expect that
those who have more marketable work skills might
be drawn to an area where new jobs were being
created. Those already living in an area who are
poor may not have the education or skills to com-
pete with in-migrants, and may therefore be un-
able to benefit from the economic growth of the
community.

Myth: Most poor families are poor because they have
many children.

FINDING: Nearly 70 percent of adults living
with poor children live in families with one or two
children and 90 percent live in families with three

or fewer children. Thus, large families account
for a very small percentage of poor families in Ken-
tucky.

Myth: Most poor children live with only one parent.

FINDING: Over half (51%) of poor children
live in married-couple families. This is significantly
less, however, than the proportion of nonpoor chil-
dren (87%).

Myth: Most poor children are rural.

FINDING: Nearly 60 percent of poor children
are urban. This is a significantly greater propor-
tion than among nonpoor children, of whom 52
percent are urban. This is also in contrast to the
adults who live with poor children, only 34 per-
cent of whom are urban.

Myth: Most poor people are on welfare.

FINDING: Only one fourth of the adults living
with children in poverty reported receiving any
income from public assistance, according to the
1990 Census. The source of income reported by
the largest proportion of these adults was wages

and salary (42%).

Myth: In all family situations, the adult poor are more
likely to be women than men.

FINDING: Poor adults without children are no
more likely to be women than men. In contrast,
61 percent of the poor adults with children are
women. This would appear to indicate that the
overrepresentation of women in poverty is at least
partly explained by the fact that they are more likely
than men to be single adults bearing responsibil-
ity for children in a family. Another fact which can
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partally explain the overrepresentation of women
in poverty is that 72 percent of the poor elderly
are women. Thus, among women, being poor is
more likely to be associated with having children
or being elderly.

Myth: There are many working poor.

FINDING: Only 33,000, or 6 percent, of adults
who work more than 75 percent of full-time an-
nual hours live in families with incomes below the
poverty level. Larger family size was a common
characteristic of many in this group. For most
adults, the ability to find and keep a full-time job
was sufficient to keep a family above the federal
poverty line.

Myth: A summary of demographic characteristics is
sufficient to explain why people are poor.

FINDING: A summary of demographic charac-
teristics is instructive in showing who is poor, but
is not sufficient to explain why certain individuals
are poor. Together, the set of demographic vari-
ables available from the 1990 Census explained
only 34 percent of the variation in family income.
Analysis which incorporates additional data, both
on the non-demographic characteristics of indi-
viduals and on the characteristics of the commu-
nities in which they live, is necessary to begin to
understand why particular individuals, in particu-
lar situations, appear to be unable to obtain ad-
equate financial resources.
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CHAPTER IV

WOMEN IN POVERTY:
THEIR UNIQUE PROBLEMS
MEN IN POVERTY:

THEIR UNMET NEEDS

Poverty early in its inquiries that poor
women experience their own unique set of
problems in overcoming poverty. These include:
low earning capacity and the absence of econo-
mies of scale, low levels of public assistance ben-
efits (AFDC benefits in particular), inadequate and
irregular child support payments, and the lack of
affordable child care and health care. Equally
soon, the Commission became aware of the fact
that current government programs do not fully
address several major needs of impoverished men.
Admittedly, some of the difficulties observed by
the Commission are not entirely limited to one
gender. Many of them, however, are more fre-
quently experienced by females than males, and
vice versa. Rural women in poverty also encoun-
ter a unique set of barriers to self-sufficiency. These
problems are the subject of this chapter.

It became apparent to the Commission on

Women in Poverty

Poor, single mothers are especially disadvan-
taged, since their child-rearing responsibility can
easily result in economic and social hardships for
their families. Low-earnings capacity and the absence
of economies of scale are common problems associ-
ated with single mother families. As Irwin Garfinkel
and Sara McLanahan explain, these families ex-
perience greater economic difficulty, since only the
mother is able to work and care for her children,
unlike a two-parent family in which both parents
are usually able to share these responsibilities and
pool their earnings.! The absence of an economy
of scale is worsened by the continuing wage gap
between female and male workers. “Although the
wage gap among full-time workers narrowed dur-
ing the 1980s, women still earn only 69 percent as
much as men ... ¢

The low level of support provided by public as-
sistance programs is an additional problem. Ac-
cording to Garfinkel and McLanahan, “Most single
mothers must be poor in order to qualify for gov-
ernment benefits” offered by programs such as Aid

to Families with Dependent Children, Food
Stamps, Medicaid and public housing.? These
programs are means-tested and, as some argue,
provide a disincentive to work by removing ben-
efits as a recipient draws income from employ-
ment.* Instead of choosing to work (and risk los-
ing all government benefits), the recipient con-
tinues drawing benefits which do not lift the fam-
ily out of poverty.> Garfinkel and McLanahan de-
scribe the single mother’s dilemma:

In effect, single mothers with low earn-
ings capacity are forced to choose be-
tween (1) working full time, living at or
near the poverty line, possibly going
without medical care, and having no time
for their children; and (2) not working,
living below the poverty line, having
Medicaid, and having time with their
children.®

Kentucky’s AFDC Program gradually reduces
benefits (when a recipient finds employment)
under what is known as the “ratable reduction”
system. The full payment for which the recipient
originally qualified is continued during the first 4
months of employment. The recipient will receive
reduced cash payments over the next 8 months.
As a recipient’s earnings from employment in-
crease, cash benefits will be totally withdrawn, but
the individual may still be eligible for food stamps
and Medical Assistance for up to one year. Al-
though this system works for the one-year period,
for many it fails in the long run. (See Chapter 5
for a discussion of the state’s AFDC Program, with
recommendations.)

Another problem involves the absence of child-
support payments. “Only six of ten mothers poten-
tially eligible for child support actually have such
an award. Of those who have an award, only half
receive the full amount to which they are entitled,
and over a quarter receive nothing.”” According
to the Division of Child Support Enforcement in
the Cabinet for Human Resources, payments from
an average of slightly less than 46,000 reported
cases of child support are collected each month
in Kentucky, at an average payment of $235.% In
FY 94, $129.3 million in child support payments
was collected through the state’s system.? (Private
payments, made outside of the state’s collection
system, are not reported.)’

While on its face, $129 million in child support
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is an impressive figure, it pales in significance when
compared with the $818 million, accumulated
since 1976, which should have been collected, but
wasn’t. In fairness to the Commonwealth’s efforts,
it should be pointed out that of the $129 million
collected in FY 94, $101 million represented cur-
rent year support, and only $151 million of the
uncollected amount was for current year pay-
ments." (In FY 95, Kentucky collected a total of
$140.1 million in child support payments,’? of
which $108.9 million was for the current year.
Uncollected payments for the same year totaled
$130.5 million.)

Child support collection figures are broken out
between support due AFDC recipients, which,
when collected, is used to reimburse the AFDC
Program, and child support due non-AFDC recipi-
ents. In FY 95, 47.9 percent of current year non
AFDC child support was collected, compared with
the 40.7 percent collection rate of current year
support for AFDC recipients.’* Whether the lower
collection figures for AFDC recipients is the result
of the economic situation of the AFDC recipient’s
debtor, or, as some observers suggest, because of
the diminished incentive on the part of non-cus-
todial parent to pay, or the failure of the custodial
parent to do their part in enforcing collection, due
to the diversion of the payments for AFDC reim-
bursement, is an interesting, but unanswered, ques-
tion. In either event, Kentucky’s AFDC child sup-
port collection efforts compare favorably with those
of the other states. In 1993 Kentucky recovered
20 percent of AFDC money through child support
collections, compared to the national average of
12 percent.™

A single mother whose income was just above
the AFDC threshold shared her experience with
the Commission:

Logically, a woman can take her ex-hus-
band to court if he does not pay support.
But, of course, that takes money — some-
thing which is often very scarce. This

was the case in my situation. My ex-hus-
band has joint custody. He is not paying
child support because | could not afford
a lawyer for an expensive court battle.

Legal services for the collection of child support
are available for non-AFDC recipients on a sliding
fee scale, with a maximum cost of $25. Addition-

ally, most courts now provide Pro-Se packets for
the individual wishing to receive relief through the
courts without intervention of an attorney. Obvi-
ously, the mother mentioned above had not been
informed of the low-cost, legal remedies available
to her.

A divorced mother complained that she had not
received a child support payment in more than 2-
1/2 years, even though the court has had her case
before it for the entire time. She said that although
her husband is more than $7,000 in arrears in his
payments, he can’t be touched because the judge
has not made a decision yet on what he actually
owes now. She went on to say that:

There’s also one lady that has a child
that’s 18. She’s never received a penny
of child support. She’s had to fight and
fight and she still hasn’t received any,
because you can’t get a judgment
through the courts. | was told by the
county attorney that there were 80 cases
of flagrant non-support dismissed in De-
cember, 1994—just tossed aside. We
keep hearing how Kentucky is getting on
dead-beat dads. How do you get tough
with them if the judge won’t make the
decisions?

The dilemma of single mothers is exacerbated
by the lack of affordable child care and health care.
Under Kentucky’s AFDC Program, a mother par-
ticipating in the JOBS Program (Job Opportuni-
ties and Basic Skills) is given a child care allow-
ance averaging $243 per month, and child care
assistance is also available to AFDC recipients who
are employed. Once AFDC payments are termi-
nated, the mother is eligible to participate in the
Transitional Child Care Assistance Program of-
fered by the Department for Social Services. This
program offers assistance to former AFDC recipi-
ents on asliding scale wherein the department pays
a percentage of the parent’s total child care cost
after her income is considered. After one year of
participation in the Transitional Child Care Assis-
tance Program, a single mother who meets income
eligibility requirements can receive child care as-
sistance through an At-Risk Child Care Program.
Otherwise, the mother must seek help from non-
profit organizations or shoulder the entire cost on
her own.
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Many citizens explained that this al-
lowance was not sufficient to offset the
high cost of child care. A social worker
and former AFDC recipient testified
that: “Child care is very expensive.
Single parents cannot afford child care.
Infants are almost $100 a week even
with a good paying job.” An Executive
Director of a United Way agency in
northern Kentucky explained that par-
ents are often unable to afford this care
when they are no longer eligible for
transitional child care assistance:

What happens after one year of

Many citizens explained that this
allowance was not sufficient to
offset the high cost of child care.
A social worker and former AFDC
recipient stated: “Child care is
very expensive. Single parents
cannot afford child care.
are almost $100 a week even with
a good paying job.”

Infants

being on transitional child care?

You then go into the pot with ev-
erybody else who’s low income, trying
to get a little help with child care, and
we do not have enough money in the
state to kind of help people with a little
bit of child care help. | want to be very
clear on that.

This situation becomes even more complicated
since many businesses in Kentucky do not subsi-
dize the creation of on-site and near-site child care
facilities. According to a comprehensive list of
employer-supported child care services compiled
by the CHR’s Child Care Services Staff in 1993,
only 38 businesses provided these services.”® As-
suming this list is still valid, it seems as though rela-
tively few businesses financially support the devel-
opment and operation of child care services for
dependents of their employees.

Single-mother families also experience difficulty
in obtaining affordable health insurance, unless
they are eligible for Medicaid. Although recipi-
ents may keep their Medicaid coverage for one year
after their AFDC benefits are revoked (under the
Transitional Medical Assistance Program discussed
in Chapter 5), they must shoulder the cost of in-
surance thereafter, unless they are eligible for as-
sistance under Medicaid provisions providing cov-
erage to low-income women and children born
after September 30, 1983. Even though insurance
companies in Kentucky may no longer refuse to
insure any citizen, the cost of coverage remains
prohibitive for many indigent Kentuckians, includ-
ing single-mother families.

A principal case worker specialist with the De-
partment for Medicaid Services, recounted the

story of a rural woman who had no insurance and
refused to seek treatment because of the financial
strain which a hospital visit would place on her
marriage. The woman’s husband was unemployed
and could not afford to pay for medical services.
According to the case worker specialist, the woman
sought treatment one year after experiencing ini-
tial symptoms and eventually died. She stated:

(The woman) had an incurable disease,
that possibly could have been treated had
she been treated at least one year prior
to this admission. But because of the

humiliation of going through the bureau-
cracy of local hospitals and hospitals in
other towns, she didn’t want to go and
say ‘I don’t have anything to pay and
can’t pay,’ so she suffered and died. This
is happening more often than we know.

The Commission also gained a sensitivity to the
plight of the impoverished in rural areas of Ken-
tucky, especially women. According to Ann
Tickamyer and colleagues,'® “... Whereas female-
headed family poverty growth stalled in the 1980s
in metro areas, growth has continued in nonmetro
areas, leaving one-in-four of white families and one-
in-two of African-American families in poverty.”
Further, the number of single-mother families in
poverty in rural areas has not decreased despite
increases in the number of rural women entering
the workforce.!” Tickamyer and colleagues also dis-
cuss problems unique to rural women, including



28

Families First: Kentucky’s Poverty Commission

the concept of “double jeopardy.” “In rural areas,
awoman'’s vulnerability to poverty is compounded
by the double jeopardy of more restricted labor
market opportunities with jobs that pay subpoverty
wages .... In addition, she is also likely to receive
subpoverty level welfare benefits ....”"® This prob-
lem is further exacerbated since rural women are
less likely to benefit from human capital invest-
ments and more likely to be underemployed or
unemployed.’® And if that were not enough, in-mi-
gration of the poor from urban areas further strains
the dwindling amount of welfare funds available
for rural women in poverty.?

A field services supervisor in Whitesburg,
Kentucky’s Department for Social Insurance in-
formed the Commission that rural public assis-
tance recipients who participate in the JOBS Pro-
gram often experience underemployment and
unemployment. She described the training of one
individual who learned skills unrelated to the job
which the person eventually received:

Her training was that she worked like sec-
retarial training. We have people that
work in our office that learn typing skills
and computer skills. What her job ended
up being is that she is a monitor on a
bus. She was happy to do it.

She went on to say that:

... Many of our people who work in fast
food restaurants, grocery stores, gas
stations, and as janitors, cooks, and even
as school bus drivers, qualify for our food
stamp program. Most of our jobs are
minimum wage jobs. Many of our cli-
ents may have a job and still be on the
welfare role. Most of the times that is
the situation.

Irwin Garfinkel and Sara McLanahan argue that
the incidence and economic deprivation of
mother-only families raises important policy im-
plications:

More than half of the current generation
of children will live with a single mother
before reaching age eighteen, and many
of these children will spend their entire
childhood with a mother who is single
.... About half of [the children in mother-

only families] live in families with in-
comes below the poverty level, and
nearly three-quarters live in families with
incomes less than 1.75 times the poverty
line.”

The well-being of these children and their moth-
ers should be a major concern for citizens and
policymakers.??

There were 7.2 million single-mother families
in the U.S. in 1993.% In Kentucky, 18.8 percent of
all children live with a single parent.** As Figure
4.1 illustrates, this proportion has risen steadily
from 11.6 percent in 1970 to 14.3 percent in 1980.%
Also, one half of single-mother families, 28 per-
cent of single-father families, and 14 percent of all
two-parent families in Kentucky were in poverty in

-1990.*°  Clearly, separate discussion of single-

mother families is warranted because of their high
percentage of all families in Kentucky and their
influence on the lives of many children.

RECOMMENDATION 4.1: That the General
Assembly enact legislation requiring the forfeiture
of professional licenses by delinquent payers of
child support.

Kentucky law currently allows the forfeiture of a
driver’s license for parents who are delinquent in
their child support payments.?” Kentucky law also
provides for the incarceration of parents who are
“flagrant” in their nonpayment of child support.?*
Another weapon added by other states, but absent
from Kentucky’s arsenal of child support enforce-
ment efforts, has been the taking of any state-is-
sued professional license from delinquent payers
of child support. While the numbers of persons
affected by this provision would be relatively small,
the Commission feels that any step to help in the
collection effort should be taken.

RECOMMENDATION 4.2: That the General
Assembly enact legislation to create and fund an
automated central registry to track new hiring and
match employment records with child support
obligations.

One of the problems in successful child support
is the tracking of delinquent parents as they move
from job to job. Under current law, Kentucky can
garnishee the debtor’s wages; however, the first
step in the process is to identify the delinquent
parent’s current employer. Many parents avoid
their child support obligations by frequent employ-
ment moves.
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Figure 4.1
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RECOMMENDATION 4.3: That the General
Assembly direct the Administrative Office of the
Courts to annually publish data fully disclosing the
disposition of child support cases in each of the
state’s district and circuit courts, with copies to the
Governor, Legislative Research Commission and
Kentucky Commission on Women.

The Commission believes that a disclosure of
effort by individual courts to enforce the collec-
tion of child support payments would assist state
government in the development of policy, and
would assist citizens in the selection of judges.

RECOMMENDATION 4.4: That the General
Assembly enact legislation to create a tax credit or
a grant for employers who provide child care ser-
vices for dependents of their employees.

Kentucky, through various programs, subsidizes
the child care expenses of approximately 27,000
children.?® As reported in the 1993 Child Care Policy
Report On The Status of Child Care in Kentucky, an-
other 10,000 children remained on a waiting list,
and countless others failed to register when the
waiting list was frozen in August, 1993.%°

The Federal Child Care and Development Block
Grant, Kentucky’s largest child care subsidy pro-
gram, served 5,300 children per month in 1993, at
an average cost of $176 per child.®! At that rate,
service to the 10,000 children on the state’s wait-
ing list would cost $21 million per year.*?

According to LRC staff analysis, the states of
California, Connecticut, Florida, Kansas, Maine,
Maryland, Massachusetts, Minnesota, Mississippi,
Montana, New Mexico, Ohio, Oregon, Pennsylva-
nia, Rhode Island, and South Carolina offer in-
centives for employers to provide child care ser-
vices for dependents of their employees. All but
one of the states mentioned offer a tax credit as
the inducement; Florida offers a cash grant.

The amount of the incentives ranges from 15
percent to 50 percent of the costs incurred in es-
tablishing a program, the expenses incurred in
annual operation of the facility, or amounts paid
to an independent facility patronized by the busi-
ness’ employees. The most frequent reimburse-
ment is 50 percent of the costs or expenses in-
curred. Most, but not all, of the states limit the
amount reimbursed to the employer in each cat-
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egory of expense, especially the expense incurred
in the annual operation of the facility.

Two states, Maine and Pennsylvania, base the
tax credit on only those expenses incurred in pro-
viding child care for dependents of employees who
are present or former AFDC recipients. Rhode
Island allows a credit for expense incurred in pur-
chasing day care services for dependent adult fam-
ily members, as well as dependent children, of
employees. Rhode Island also extends the credit
to taxpayers who provide adult or child day care
service to employees of their commercial tenants.

Placing a ceiling on the reimbursement an in-
dividual employer can receive, and limiting quali-
fying expenses to those incurred in behalf of AFDC
recipients, is discouraged by the Child Care Ac-
tion Campaign. In the case of caps for individual
employers, the Campaign argues that “... ceilings
may discourage the participation of the very em-
ployers the reimbursement is intended to attract.”?
The Campaign claims that reimbursing only AFDC
recipients based expenses “... can unintentionally
reward employers who pay low wages over employ-
ers who offer economic opportunity and upward
mobility.”3*

The Commission favors utilization of a grant,
rather than a tax credit, as the form of incentive.
A grant has two major advantages over a tax credit.
It lends-itself more to an annual limit on the pro-
gram costs through a line-item appropriation, and
actual program costs are easily tracked. The Com-
mission recommends reimbursement at a rate of
50 percent of costs, and suggests a minimum ap-
propriation of $750,000 for the first year of the
1996-98 biennium, and $1.5 million for the sec-
ond year.

RECOMMENDATION 4.5: That the General
Assembly direct the Office of Employee Benefits
(Chapter VI, Recommendation 10) to develop a
campaign to “market” the child care expense re-
imbursement program and the advantages of em-
ployer-assisted child care.

The success of a state-subsidized, employer-as-
sisted child care program will depend largely upon
employers’ familiarity with the program, and their
perception of the benefits occurring from furnish-
ing child care to their employees. California dis-
tributed 3,700 booklets and 13,200 posters, and
purchased ads in major regional and national busi-
ness magazines extolling the virtues of its child care
tax credit program, all within the first year of the

»

program, and still found that few employers knew
about the availability of the credits.?

Reduced absenteeism, lower job turnover, re-
cruitment advantage, improved morale, and en-
hanced corporate image are advantages experi-
enced by businesses which provide child care to
their employees. Yet only a few businesses have
chosen to do so. A child care grant program will
not only reduce the financial burden experienced
by business, but will serve as a vehicle to educate
the business community in the benefits of child
care.

RECOMMENDATION 4.6: That the General
Assembly direct the Office of Employee Benefits
(Chapter VI, Recommendation 10) to develop a
campaign to “market” the advantages of employer-
subsidized health care.

Many of the advantages accruing to businesses
which fund child care programs will also be real-
ized by those businesses which provide health care
to their employees. Lower job turnover, recruit-
ment advantage, improved morale, and enhanced
corporate image are benefits which business can
expect from an employer-assisted health care pro-
gram. The marketing of health care would be an
exercise compatible with the marketing of em-
ployer-assisted child care.

Men in Poverty

The Commission observed that current govern-
ment programs do not fully address three major
needs of men in poverty: guidance in obtaining aca-
demic or vocational education, an explanation of ser-
vices available through the JOBS Program or the Job
Training Partnership Act (JTPA), and employment coun-
seling. The statements of poor males who attended
the Commission’s public hearings point to this
problem. An unemployed father explained that
the absence of training or experience was a major
barrier to employment in his life. According to
him, the jobs in his area require training which he
was unable to obtain because he received no in-
formation about the availability of vocational edu-
cation. He stated:

| went to the new lumber company that
they’re going to open up, ... and they’re
not doing any hiring right now. But if
they do hiring, you have to have so much
experience. But where are you going to
get the experience to work in there?
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A public assistance recipient mentioned his dif-
ficulty in finding long-term job training:

There’s nothing for job training for
people who are on the street. You go
through a course through the HR and try
to get you a job, but that quits when you
go to that for maybe 4 weeks, just to keep
your food stamps. After that's over with,
there’s no long-term job training pro-
grams out there.

Poor women who are mothers automatically re-
ceive education counseling as part of the AFDC/
JOBS program compact. Impoverished men nor-
mally do not participate in public assistance pro-
grams which require them to attend education
programs, nor apparently are they advised of avail-
able education programs when they do come into
contact with the welfare system.

Some citizens attending the Commission’s hear-
ing were unaware that non-custodial parents, usu-
ally males, may be eligible to participate in JTPA-
funded programs administered by the Workforce
Development Cabinet. In addition, the JOBS Pro-
gram Coordinator in the Department for Adult
Education and Literacy explained that non-custo-
dial parents may take part in the Adult Basic Edu-
cation component (ABE) of the JOBS Program if
they are receiving some form of public assistance.%
He conceded that many public assistance recipi-
ents may be unaware of this fact, but mentioned
that caseworkers are required to relay this infor-
mation to all such recipients.?” The Commissioner
of the Department for Social Insurance also con-
ceded that social workers could probably do a bet-
ter job of informing recipients about such govern-
ment programs as the JOBS Program. The Com-
mission also observed that there is no program cur-
rently in effect to advise parents who are under
court or administrative order to pay child support
of the services for which they may be eligible un-
der the ABE/JOBS Program or the JTPA.

RECOMMENDATION 4.7: That the Cabinet
for Human Resources insure that all persons re-
ceiving any form of public assistance are advised
of their eligibility to participate in the Adult Basic
Education component of the JOBS Program, and
that the cabinet institute a program to notify all

persons under court or administrative order to pay
child support of the eligibility requirements and
services available under ABE/JOBS and JTPA.

The Adult Basic Education component (ABE)
of the JOBS Program provides instruction in basic
academic and life skills. Participants may enroll in
the program to obtain a GED certification, or just
to “brush up” on their “three r's.” Counseling on
post-secondary education for which the participant
is qualified, and information about financial assis-
tance to attend vocational schools or institutions
of higher education are integral parts of JOBS.
While documentation, attested to by the public as-
sistance recipient, that the recipient has received
a full explanation of his rights to participate in
the JOBS Program, and the benefits accruing there-
from, is a requirement for receiving any form of
public assistance, apparently the current process
does not fully ensure the client’s full understand-
ing of the available supportive services.

RECOMMENDATION 4.8: That the Cabinet
for Human Resources require all parents, other
than the severely physically and mentally handi-
capped, who receive some form of public assis-
tance other than AFDC, to undergo instruction in
parenting and life skills available under the Adult
Basic Education component of the JOBS Program.

The Commission believes many parents who
receive public assistance and are not required to
participate in the JOBS Program would benefit sig-
nificantly from training in parenting and life skills,
particularly food and money management. Man-
datory participation in an instruction program
would guarantee education in these areas.

Common Problems
Commission members identified two major
problems common to both men and women in
poverty: transportation and tax burden. Transporta-
tion to workplaces or post-secondary education
facilities can be troublesome for residents of both
urban and rural areas. Public transportation sys-
tems may not be advanced enough to accommo-
date residents in such geographically diverse ar-
eas as those in eastern Kentucky. Consequently,
transportation is for them a barrier to finding and
maintaining employment and pursuing an educa-
tion. A field services supervisor in the Department
for Social Insurance mentioned that one of her
Whitesburg clients experienced this problem:
Another thing which she will tell you next
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.... She’s gone as far as she can go here
at our local college. You can just get an
Associate’s. In order to go on for two

more years, she would have to go to
Pikeville or Hazard, and that’s frustrat-
ing because of her job transportation
problem. Transportation is the barrier.

Transportation to places of employment even
in urban areas, where sophisticated public trans-
portation systems are in place, can be a problem
because of routes or schedules which are not “user
friendly.” A Louisville citizen complained that low
income persons working for enterprise zone-certi-
fied businesses often experience difficulty in find-
ing public transportation to their places of employ-
ment.

RECOMMENDATION 4.9: That the General
Assembly develop and fund a program to provide
grants to public transportation companies, includ-
ing regional rural systems operated by nonprofit
organizations, such as Community Action Agencies,
or to local units of government, including area
development districts, to survey the transportation
needs of their citizen clients to places of work or
education, and to develop routes and schedules
to meet those needs.

Public transportation companies apparently
need encouragement to develop routes and sched-
ules to accommodate the employment and educa-
tion transportation needs of their clients. In ar-
eas where public transportation is limited or un-
available, governmental agencies need to plan for
transportation systems which would meet the
needs of their citizens. A grant program, provid-
ing moneys for a one-time process of survey and
planning, could serve as the catalyst.

RECOMMENDATION 4.10: That the General
Assembly direct the Office of Employee Benefits
(Chapter VI, Recommendation 10) to develop a
campaign to “market” the advantages of employer-
assisted transportation.

As in the case of employer-provided child care
and health care, discussed earlier in this chapter,
employer-assisted transportation could pay signifi-
cant dividends. The marketing of transportation
facilities could well dovetail with the marketing of
employer-assisted health care and child care.

The effect of Kentucky’s individual income tax

on the poor was a topic of interest to Commission
members. Although it did not take testimony on
this issue, the Commission did gather information
from outside sources about some of the regressive
aspects of the system. According to Carol Cohen
and Richard May, in 1994 Kentucky had the sixth
lowest income-tax threshold (the level at which the
state may require these families to pay a tax on
their income) for single-parent families of three
($5,000), making Kentucky one of 22 states which
tax such families below the poverty line®® The 1994
threshold for two-parent families of four in Ken-
tucky was the fourth lowest ($5,000), also making
Kentucky one of 24 states that tax such families
below the poverty line.®® Further, in 1994 Kentucky
levied the highest tax ($449) on two-parent fami-

lies of four with incomes at the poverty line.*

Kentucky currently offers a low-income indi-
vidual income tax credit that varies with income.
Families may receive a full tax credit if their in-
come is less than $5,000, a 50-percent credit if their
income is less than $10,000, a 25-percent credit at
less than $15,000, a 15-percent credit at less than
$20,000, and a 5-percent credit at less than $25,000.
The Commission determined that raising the tax-
credit schedule would help ease the burden on
the state’s most vulnerable families.

RECOMMENDATION 4.11: That the General
Assembly adjust the state’s low-income tax credit
schedule to ease the burden on Kentucky’s most
vulnerable families. Specifically, a full tax credit
should be granted to families with incomes of
$7,500 or less, a 50-percent credit to families with
incomes less than $15,000, a 25-percent credit to
families with incomes less than $20,000, a 15-per-
cent credit to families with incomes less than
$25,000, and a 5-percent credit to families with
incomes less than $30,000.
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CHAPTER V

SELF-SUFFICIENCY AND
KENTUCKY'S AFDC, JOBS,
AND MEDICAID PROGRAMS

some of the Commonwealth’s citizens will

find themselves in need of temporary fi-
nancial assistance. The numbers will vary from year
to year, and the length of need will vary from cir-
cumstance to circumstance, but each year a num-
ber of the state’s residents need help. Not unex-
pectedly, the same holds true in all of the states in
the nation. In response to the plight of the eco-
nomically distressed, the federal government de-
veloped programs to aid in the transition from
need to self-sufficiency, and offered their use to
the states in return for their financial participa-
tion. The largest and most important of these pro-
grams, measured by numbers of dollars expended
and numbers of people served, are Aid to Families
with Dependent Children (AFDC), Job Opportu-
nities and Basic Skills (JOBS), and Medical Assis-
tance (Medicaid).

l |Wrom time to time, for a variety of reasons,

Aid to Families with Dependent
Children (AFDC)

AFDC, ajoint federal-state program, was created
by the Social Security Act of 1935 and offers cash
payments to families that meet certain require-
ments.! AFDC in Kentucky is a two-part program,
each part covering a different set of recipients.
Single parent families, by far the largest recipient
group, receive aid under the “basic” AFDC pro-
gram; families with two parents are normally cov-
ered under Aid to Families with Dependent Chil-
dren - Unemployed Parents (AFDC-UP), although
two-parent families with one or both parents inca-
pacitated or disabled may receive aid under the
Basic-AFDC Program.

Deprivation of parental support for the children
in the household is the primary test applied in
determining eligibility for either of the AFDC pro-
grams. “Deprivation” may result from a number
of factors, including the death, unemployment or
disability of a parent, or abandonment by a par-
ent. Other criteria are applied if initial eligibility

is determined, the most important of which in-
volves the family’s income and resources.?

A family’s income must fall below two different
benchmarks in order for the family to qualify for
assistance. The benchmarks are termed the “Gross
Income Limit” and the “Standard of Need.” Both
amounts are based upon family size.

Standard of need is a subsistence level of income
calculated individually by each state. Families with
incomes under the gross limit are allowed certain
deductions to arrive at an income amount for com-
parison with the Standard of Need. The deduc-
tions are applied and the comparison is made
through an “Applicant Eligibility Test.”

If the family’s income is within both amounts,
the family receives a monthly cash payment. The
amount of payment depends upon the family’s
“countable” income, but no matter what its in-
come, the family will not receive more than a Maxi-
mum Benefit established by state law. In Kentucky,
the Maximum Benefit has always been an amount
lower than the Standard of Need, and is dictated,
more often than not, by budget considerations,
rather than a relationship with the Standard of
Need or the federal poverty level. Table 5.1 illus-
trates the income, standard of need, and cash-pay-
ment limits for AFDC recipients in Kentucky.

Families eligible for AFDC under the income
guidelines must also meet a resource test. Count-
able family resources must be less than $1,000,
including money in savings or checking accounts,
stocks and bonds, and real property, exclusive of
the family’s home. Furniture and other items nec-
essary for everyday living are excluded, as well as
the first $1,500 of value owned in a car.

Basic AFDC families may only have one of the
parents living in the household, except for those
cases where one or both parents is (are) consid-
ered incapacitated or disabled. Under AFDC-UP
guidelines, the parents may remain together in the
household, but must meet employment criteria not
applicable to the Basic AFDC grant recipient.

At present, thirty percent of AFDC funding (Ba-
sic grants and UP) comes from Kentucky resources,
while the remaining 70 percent is supplied by the
federal government.® In FY 1995, Kentucky’s AFDC
budget was $209.2 million, while total expenditures
were approximately $188.3 million, some $21 mil-
lion less than the amount allocated for that year.*
An official from the Kentucky Legal Services Pro-
gram explained that this occurrence is part of a
trend in which expenditures have been “under-
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budget” for the
last three years.
Figure 5.1 illus-
trates this trend.

Table 5.1

1995 Monthly Gross Income Limits, Standard of Need, and Maximum
Monthly Payments in Kentucky’s AFDC Program

Table 5.2 Family Size Monthly Gross Standard of Need Maximum
shows the actual : income Limit Monthly Payment
enacted AFDC
budget and ex- 1 $729 $394 $162
penditure dollars 2 $851 $460 $196
for the last several 3 $974 $526 $228
yeas.  Depart- 4 $1096 $592 $285
ment for Social ] $1218 $658 $333
I 6 $1340 $724 $376

nsurance 7 or more $1462 $790 $419
records disclose

that in FY 1995,
there was an aver-
age of 76,436 cases dealt with per
month, with an average of
193,848 persons served.® Cash
payments totaled approximately
$188.2 million during the same
year.® In August 1995, there was
an average of 72,956 AFDC cases,

Source: Department for Social Insurance, Cabinet for Human Resources (1995)

Figure 5.1

Kentucky’s AFDC Costs: Budget vs. Expenditures

from 1989 through 1995

with 180,921 recipients.” Cash
payments for the same month
came to approximately $14.7 mil-
lion.®

A number of AFDC “realities”
are illustrated in Figure 5.2. First,
the population of AFDC-Basic
recipients has declined over the
last three years. Second, itis clear
that most recipients are children.
Third, the number of adults and

FY 88-80FY 89-00FY 00-91FY 01-62FY 92-83FY 93-94FY94—95

B Budget - Expenditure

the number of children reached
their peak in 1992, with 63,634
of the former and 127,761 of the latter. These
figures dropped to 56,412 and 120,852, respec-
tively, in FY 1995. And perhaps the most impor-
tant fact is that the total population of AFDC-Ba-
sic recipients remained relatively stable between
1991 and 1995. This population reached a high
of 191,395 in 1991 and a low of 177,264 in 1995.
Although it is commonly believed that welfare
payments have grown substantially, there has been
a decline of 10.8 percent in the average monthly
welfare grant in Kentucky over the last five years.®
In July 1989, the average basic grant was $230.73,
while in August 1995, the average was $199.95.1
Also, contrary to the stereotypical image of wel-
fare families with large numbers of children, “the

average number of recipient children in Kentucky
AFDC households remained stable between 1987
and 1994, at 1.8 children per family.””! This fig-
ure is slightly smaller today. In FY 1995, the aver-
age number of recipient children was 1.7 per fam-
ily.!?

Job Opportunities and Basic Skills Program
(Joss)

Under the Family Support Act of 1988, states
are required to provide education and training
programs for those receiving AFDC."* Kentucky
requires its AFDC recipients to participate in the
Job Opportunities and Basic Skills Program, which
offers experiences in secondary and postsecondary
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Table 5.2

Kentucky’s AFDC Costs: Budget vs. Expenditures

from 1989 through 1995

State Fiscal Year Enacted Budget Total Expenditures*
FY 1988-89 $163,000,000 $150,292,800
FY 1989-90 $172,973,000 $174,992,700
FY 1990-91 $196,206,400 $197,213,400
FY 1991-92 $198,887,500 $213,773,500
FY 1992-93 $230,281,300 $213,089,600
FY 1993-94 $241,795,400 $202,514,924
FY 1994-95 $209,219,000 $188,271,200

Source: Office of Kentucky Legal Services Programs and the Department for Social Insurance,

Cabinet for Human Resources (1995)

* Does not include administrative expenditures.

education, literacy, job skills, and “life skills,” in-
cluding: parenting, decision-making, communi-
cation skills, (such as interviewing and résumé writ-
ing), wellness, and consumer issues."* This pro-
gram also provides case management and assis-
tance with child care, transportation, and other
support service needs, such as eyeglasses, uniforms,
school supplies, and work equipment.’* The ulti-
mate goal is for participants to gain employment
at a level at which they will be financially indepen-
dent.

Over 13,000 people participated in all compo-
nents of this program during FFY 1995, of which
approximately 5,000 participated in the literacy,
Adult Basic Education, GED, and high school com-
ponents.’® According to the JOBS Program Coor-
dinator in the Department for Adult Education
and Literacy, the latter components of this pro-
gram are serving just over half of the target popu-
lation in need of skills training.’” He also stated
that he did not know the number of JOBS partici-
pants who actually gained employment upon com-
pleting the program, since data collection of this
sort is difficult, due to migration and failure of
participants to report their employment status.'®

AFDC recipients must participate in JOBS un-
less they meet certain federal exemption criteria.
One such criterion involves the age of the child;
mothers in poverty who have a child under the age
of 3 are not required to participate, except teen
parents, whose participation is mandatory regard-
less of their child’s age. Those who participate in
JOBS receive expense allowances for child care and
transportation. A household will receive, on aver-

age, $243 per month for child care and $52 a
month ($3 per program day) for transportation.

Making the Transition to Employment

When an AFDC recipient finds a job, benefits
are gradually withdrawn from the recipient, un-
der a “ratable reduction” formula. This formula
allows the Cabinet for Human Resources’ Depart-
ment for Social Insurance to calculate benefits
based on a ratio of the difference between a
household’s countable income and the designated
standard of need for the household’s size.'* Spe-
cifically, public assistance benefits are calculated
by multiplying this difference by .55.2° Even if this
calculation results in an amount larger than the
Maximum Benefit level for a family, the family’s
cash payment can never exceed this limit.?!

Families which no longer qualify for AFDC are
automatically considered for medical assistance for
up to one year under the Transitional Medical
Assistance Program. Asstated in the previous chap-
ter, families may also receive some cash assistance
for child care expenses for up to one year, if they
meet certain income criteria under the Transi-
tional Child Care Program.

Table 5.3 details the public assistance benefits
given to a family of three. Specifically, it illustrates
how these benefits change when members of the
household participate in the JOBS Program, and
when they have secured employment. For ex-
ample, a family of three (in which the parent is
not employed) is eligible for $228 in monthly cash
payments, $275 in monthly food stamp allotments,
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Figure 5.2
Changes in the Population of Adults and Children in Kentucky’s AFDC-Basic
Program from 1991 through 1995
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Source: LRC staff analysis of information provided by the Department for Social Insurance, Cabinet for

Human Resources. -

and Medicaid coverage. Assuming that the parent
is not exempt from participation in the JOBS Pro-
gram, his or her family would receive a monthly
child care allowance averaging $243 and an aver-
age monthly transportation allowance of $52. Fur-
ther, the same family might be eligible for a hous-
ing subsidy.

As indicated by the table, benefit levels change
for the same family when the parent starts to work
full-time. For example, if the parent works 40 hours
a week at an hourly wage of $5.50, his or her fam-
ily is eligible for $149 in cash payments, $160 in
food stamps, and Medicaid coverage. A deduc-
tion from income is made for child care costs, and
beginning in December 1995, direct child care pay-
ments will be made to child care providers on be-
half of eligible households. Transportation costs
are included in a work expense standard deduc-
tion. After the first four months of the parent’s
employment, the caseworker responsible for the
family will apply the ratable-reduction formula to
the family’s income and assets. Gradually, ben-

efits are withdrawn, including Medicaid coverage.
Once AFDC payments have been discontinued, the
family is eligible to receive all forthcoming child

support payments.

Medicaid

Another joint federal-state program, Medicaid,
was created under an amendment to the Social
Security Act of 1935.% It pays for certain medical
services rendered to eligible individuals and fami-
lies by health care providers who have entered into
an agreement with the CHR’s Department for Med-
icaid Services. For every 30 cents Kentucky allocates
to this program, the federal government donates
70 cents. The Medicaid budget for SFY 1995 was
approximately $2 billion, of which almost $1.5 bil-
lion came from the federal government.? Medic-
aid expenditures for the same year totaled approxi-
mately $1.97 billion (excluding disproportionate
share payments).*

Although the Department for Medicaid Services
does not c:lculate the annual number of Medic-
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aid recipients, monthly
summaries are available.
Officials in this depart-
ment believe that figures

Table 5.4

1995 Monthly Income and Resource Limits
in Kentucky’s Medicaid Program

from January 1995 (the

most recent month for Family Size Monthly Income Limit Resource Limit
which data are available)

are fairly representative of ; :gé; giggg

the true monthly average 3 $308 $4.050

of persons served by this 4 $383 $4,100
program each fiscal year.? 5 $450¢ $4,150¢

These figures indicate that
537,499 persons partici-
pated.?** There were
roughly equal proportions
of adults (51.1 percent)
and children (48.9 per-
cent).” Total expendi-
tures (excluding disproportionate share payments)
in January 1995 were approximately $153 million.?

Not surprisingly, the Medicaid Program has a
myriad of eligibility, income, and resource require-
ments. Generally, pregnant women, dependent
children under 18, elderly persons (65 and older),
the blind, and those who have a total and perma-
nent disability may qualify, if income and resource
tests based on family size are met. Those who re-
ceive AFDC, Supplemental Security Income (SSI)
or State Supplementation are eligible for Medic-
aid benefits. Examples of “resources,” for the pur-
pose of the Medicaid Program, include checking
and savings accounts, cash on hand, and stocks
and bonds. Table 5.4 provides a breakdown of
the income and resource limits for this program.?

Some Barriers to Self-Sufficiency

The Commission identified several barriers to
self-sufficiency in Kentucky’s AFDC, JOBS and
Medicaid programs. First is a lack of communica-
tion, or sometimes miscommunication, between
social workers and clients. Many public assistance
recipients explained that they were not fully in-
formed of their options, were given confusing in-
structions, or were not told of any options at all. A
former AFDC recipient said, <They (caseworkers)
don’t tell you anything about a transportation
check. You have to ask about everything. If you
don’t ask, you won’t get it.” Another citizen, a
Whitesburg minister, echoed this sentiment by stat-
ing, “Sometimes, I think that people are not get-
ting what they are supposed to get because they
fail to know what they can get.”

Source: Department of Medicaid Services, Cabinet for Human Resources

TFor each additional family member, add $60 to the monthly income amount.

:FAdd $50 to this amount for each additional family member.

RECOMMENDATION 5.1: That the Cabinet
for Human Resources strengthen its efforts to im-
prove communication between caseworkers and
clients, leading to full disclosure of the program
options available to individuals or families eligible
for public assistance.

At their current levels, three components of the
AFDC program formula pose significant problems
in the attainment of financial independence: the
standard of need, maximum monthly payment,
and resource limits. Of those who testified before
the Commission, almost all suggested raising the
AFDC standard of need and maximum benefit lim-
its. An official from the Northern Kentucky Legal
Aid Society explained that the current standard of
need is sufficient to raise families to 50 percent of
the poverty level and that this standard must be
raised in order to help families overcome poverty.
He asked, “Why not set the standard of need at
the poverty level? Let people work and keep their
grant until they get out of poverty, instead of [los-
ing their grant] when they get to 50 percent of
poverty.”

The official from the Kentucky Legal Services
Program also recommended raising the standard
of need and maximum monthly benefits for AFDC
recipients. He explained that by raising the former,
recipients could keep a greater share of their AFDC
payments (under the ratable-reduction formula)
and keep their Medicaid coverage while working.
This official made the following suggestions:

(1) Update the standard of need: (This
standard) is the critical income guideline
which governs what families can earn
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Figure 5.3
Kentucky AFDC Guidelines as a Percent of Poverty
from 1990 through 1996
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while keeping a reduced portion of their
grant and their Medicaid card. (2) Up-
date AFDC benefits themselves: Fami-
lies cannot participate in work, school
or community life if basic needs go
unmet. Kentucky’s maximum AFDC
grant of $228 for a family of three
amounts to less than 22 percent of the
federal poverty level. It has gone un-
changed since 1989 and ranks 44th in
the nation. It's time to bring it up to date
— and provide a better base on which
to add earnings.

Figure 5.3 illustrates Kentucky’s standard of
need and maximum benefit levels in the AFDC
program as a percent of the federal poverty line.

When using federal poverty thresholds as a
baseline, it is clear that the standard of need and
monthly benefit levels have declined since 1989, the
year in which Kentucky implemented the ratable-
reduction system. For instance, in 1989 the stan-
dard of need was approximately 63 percent of pov-
erty, while the maximum monthly benefit was ap-
proximately 27 percent of poverty. By 1995, these
figures had fallen to 50 percent and 22 percent,
respectively. Clearly, Kentucky’s AFDC benefits are
not sufficient to raise recipients to the federal pov-
erty line. In fact, they are only able to bring a fam-
ily to less than one-quarter of this threshold.

RECOMMENDATION 5.2: That the Secretary
of the Cabinet for Human Resources promulgate
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an administrative regulation amending Section 7
of 904 KAR 2:016 to: (1) apply a forty percent
ratable reduction to the deficit between the family’s
countable income and the standard of need for
the appropriate family size [as provided for in KRS
205.200(2)]; and (2) specify that the AFDC assis-
tance payment shall be sixty percent of the deficit
or the payment maximum, whichever is the lesser
amount.

While the implementation of the Commission’s
recommendation would allow AFDC recipients to
retain a greater portion of their payments as their
incomes increased, an important goal, the main
thrust of the recommendation is directed toward
extending medical coverage for the poor.

Currently, AFDC recipients lose primary medi-
cal coverage when AFDC cash payments are dis-
continued. The latter may occur four months af-
ter the recipient obtains a 40- hour per week, $5.50
or more per hour job. Modification of the Rat-
able-Reduction ratio will allow AFDC recipients to
earn more for a longer period without termina-
tion of benefits, thus increasing the likelihood of
retaining AFDC and Medical Assistance eligibility
until a greater level of selfssufficiency is achieved.
Medical coverage is continued for one year for
most former AFDC recipients, under a Transitional
Medical Assistance Program, and pregnant women
and children born after September 30, 1983
(whose family income is below poverty) continue
to be Medicaid-eligible following expiration of
transitional medical assistance benefits.

The initial loss of medical benefits is a function
of income, the final loss of medical benefits is a
function of time. The existence of the transitional
program is testimony to the fact that the income
level at which primary medical coverage is discon-
tinued is insufficient to enable former AFDC re-
cipients to afford medical coverage for either them-
selves or their children, a fact testified to by many
current and former recipients and welfare practi-
tioners. And the assumption that, somehow, the
former recipients will increase their income within
the short span of one year to a level at which they
can afford to purchase medical coverage is illogi-
cal at best. While the assumption that medical cov-
erage is affordable even at the poverty threshold is
somewhat tenuous, at least the expectation is rea-
sonable.

The potential loss of medical coverage is a ma-
~ jor disincentive to work, a fact testified to by nearly

all the AFDC recipients interviewed by the Com-
mission. Extending coverage until a realistic level
of income is reached will remove the disincentive,
reduce the state’s payout of other welfare benefits
as more recipients take jobs, and cover that seg-
ment of the population most in need of health
care until they can afford to cover themselves.

RECOMMENDATION 5.3: That the Secretary
of the Cabinet for Human Resources request a
waiver of Title IV-A of the Social Security Act to
apply, concurrently, for twelve consecutive months
the “first thirty dollars” and “one-third of the re-
mainder of earned income” deductions allowable
against earned income in computing AFDC ben-
efits.

This recommendation further addresses the is-
sue of extending medical benefits for a longer
period of time after the client begins employment.

RECOMMENDATION 5.4: That Kentucky’s
AFDC cash-benefit levels be raised.

As a result of soon to be imposed federal limits
on the amount of time public assistance can be
granted, sufficient moneys could be available to
increase payment or support services, or both, in
order to enhance the transitional value of the as-
sistance. An analysis should be undertaken to
project the cost-saving impact of increased state
flexibility, shorter benefit terms, and other factors
to raise benefits for the likely diminishing client
base. Also, to the extent that such savings would
permit cost-of-living adjustments, they should be
considered.

RECOMMENDATION 5.5: That Kentucky seek
a federal waiver to raise the permitted resource
limit for self-employed AFDC recipients to help
meet the capital requirements of a new business.

Under current federal AFDC regulations, in the
case of the self-employed, countable income is
determined by subtracting certain business ex-
penses from gross receipts. However, the deduct-
ible expenses do not include such things as equip-
ment, payments on the principle of most loans,
and personal transportation.

If an individual wishes to reinvest receipts by
buying additional business equipment or inven-
tory to expand the business or replenish stock,
those receipts are still included in gross income.
As a result, if there is any positive cash flow from
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the business, the family risks reduction or loss of
its AFDC grant, even though the business may not
yet be independently viable.

RECOMMENDATION 5.6: That Kentucky seek
a federal waiver to raise the automobile value limit
excluded from the AFDC asset limit.

JOBS program participants required to com-
mute significant distances to obtain job training
need reliable transportation. AFDC recipients
starting a business need reliable transportation.
AFDC recipients taking a job not accessible by
public transportation need reliable transportation.
Automobiles with a value of $1,500 or less are sel-
dom able to provide the reliability needed for com-
- muting or business service. The Commission sug-
gests raising the excluded value from $1,500 of
equity value to $6,000 of fair market value.

Shortcomings in Kentucky’s JOBS Program
serve as another barrier to self-sufficiency. The
Commission discovered two problems in particu-
lar. The first concerns the federal exemption cri-
terion that non-teenage mothers with children
under the age of 3 are not required to participate
in the program. Commission members considered
this exemption problematic, since these mothers
are often in the greatest need of information on
how to “parent” children — instruction offered in
the JOBS Program.

RECOMMENDATION 5.7: That AFDC regula-
tions be amended to require non-teenage mothers
with children under the age of 3 to receive the life-
skills training portion of the JOBS Program, with
emphasis on teaching participants how to raise
children.

The Commission is aware that implementation
of this recommendation would require a federal
waiver. However, the Commission believes that the
need for life-skill training is so crucial for this seg-
ment of the AFDC population as to make the ef-
fort worthwhile.

The other shortcoming of the JOBS Program is
the amount of travel allowance given to partici-
pants. As stated earlier, those in the program re-
ceive an average of $52 per month for transporta-
tion costs. Citizens from rural areas, eastern Ken-
tucky in particular, testified that the transporta-
tion allowance was not sufficient to cover their cost
of travel. A Whitesburg resident described one of
the practical difficulties that she experienced while
participating in the JOBS Program:

I work 80 hours a month and they give
us $3 a day for gas. | live about 10 miles
(from my job location). By the time |
put oil in my old truck and buy me a
couple dollars worth of gas, Ill run out
of gas before | get back home .... You
have to have insurance on these vehicles
or you can’t get out on the road, so they
are giving us $3 a day and we’re sup-
posed to furnish the vehicle insurance
and gas and all of that. We just can’t do
it.

A field services supervisor in Whitesburg’s De-
partment of Social Insurance pointed out that
transportation is often a barrier for rural residents,
who must sometimes drive longer distances to re-
ceive education and job training. She explained
that one of her clients (a JOBS participant) de-
sired to take classes at Pikeville Community Col-
lege, but could not attend due to lack of transpor-
tation. When asked if the transportation allow-
ance provided by the JOBS Program was sufficient,
the supervisor responded, “Well, I don’t know that
you could go to Pikeville on $3 a day.”

RECOMMENDATION 5.8: That the Cabinet
for Human Resources develop a schedule of trans-
portation allowances for JOBS participants based
upon the individual need of the participant.
“Need” would be a function of the distance that
the participant is required to travel to participate
in basic job training programs or to travel to voca-
tional education or higher education facilities.

The Commission observed other barriers to self
sufficiency, including the absence of a coordinated
effort to market adult education programs, literacy
programs, and JTPA (Job Training Partnership
Act) services to the impoverished, and the need
for greater attention to the needs of JOBS program
participants who are chemically dependent. Al-
though itis true that AFDC recipients are required
to participate in the JOBS program (unless they
meet federal exemption criteria), the Commission
found that the poor who receive some sort of pub-
lic assistance other than AFDC may receive adult
basic education services (ABE), one component
of the JOBS Program, and could possibly be eli-
gible for JTPA services. In other words, these indi-
viduals may receive the basic instruction offered
by the program, but cannot receive the correspond-
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ing child care and transportation allowances. An-
other group, non-custodial parents under court
order to pay child support, stands to benefit from
the training available through the JTPA. In nei-
ther the case of non-AFDC public assistance re-
cipients, nor in the case of ordered payers of child
support, did the Commission identify any special
effort to make these individuals aware of their
potential eligibility for JTPA services.

RECOMMENDATION 5.9: That the Cabinet
for Human Resources and the Workforce Devel-
opment Cabinet develop and implement an effec-
tive outreach program to market the WDC’s ser-
vices to the impoverished, particularly those who
receive some sort of public assistance other than
AFDC.

The intended outcome of this recommendation
is the recruitment of persons who would benefit
from the training sessions available through the
JTPA. Identification of potential participants from
the ranks of non-AFDC public assistance recipients
and certain payers of child support would be pos-
sible through records maintained by the Cabinet
for Human Resources.

RECOMMENDATION 5.10: That the Cabinet
for Human Resources evaluate the substance abuse
treatment options available to JOBS participants
and evaluate the success rate of long-term sub-
stance abuse treatment programs offered by pri-
vate, nonprofit agencies, versus the rate of success
of the more traditional short-term treatment pro-
grams provided by hospitals.

The Commission became aware through testi-
mony at its public hearings of the significant role
that substance abuse plays in poverty. The chemi-
cally dependent are generally unable to “cure”
themselves, and require a formal program to
achieve sobriety.

Atboth its Louisville and Covington public hear-
ings, the Commission heard testimony about the
glowing success of the treatment programs offered
by private, non-profit groups operating in those
areas.

A former substance abuser testified to the fol-
lowing:

The reason I’'m here (at the Commission'’s
public hearing in Louisville) is that | just
completed a program through St. john’s
(St. John’s Center) which deals with drug

and alcohol abuse. The program is from
six to nine months. The staff teaches us
to restructure our lives and restructure
our thinking. The program works with
the unemployment services to help find-
ing a job. They help you find housing.
Before | went in there | didn’t care if |
lived or not. Today | have an apartment,
job, and care. They are able to take up
to 25 individuals. | am not saying the
program works for everybody. It takes
six to nine months to get your life back
together. The 30-day programs don’t
work. When they finish the program, they
are back out on the street, back where
they started from.

An associate executive director of Transitions,
Inc., told the Commission the following:

Transitions is a private, nonprofit agency
whose mission is to help individuals,
families, and communities break the
cycles of substance abuse, family abuse,
crime, violence, and poverty. The big-
gest barriers that we see in attempting
to help people break the cycle of pov-
erty is substance abuse. What we find is
that people who have a disease of chemi-
cal dependency do not know they have
a disease, and do not know they have
choices to get out of the situations in
which they find themselves. At Transi-
tions we serve 400 individuals every year
in our long-term residential chemical de-
pendency treatment programs and 500
individuals in our short-term non-medi-
cal detoxification unit. What we find
very disheartening in the work that we
do is that the expenses for the programs
we have are one-fourth to one-tenth what
it costs in a hospital-based program to
do the same type of work, and yet we
get and obtain for all of those people who
are chemically dependent and indigent
within the Northern Kentucky area what
it costs to run a hospital-based program
for a day and a half. We have found that
those people who stay connected to
treatment for at least six months, and up
to a year, are much more likely to main-
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tain their sobriety, much more likely to
resist the temptation to participate in
crime, much more likely to maintain their
homes, and much more likely to main-
tain their employment, than those who
are given very short-term treatment, very
short-term meaning 30 days or less.

The final barrier to selfsufficiency encountered
by public assistance recipients to be discussed here
is the time limit for transitional child care. When
AFDC cash payments are discontinued, former
recipients become eligible for child care assistance
for a period of up to one year. As in the case of
time-limited medical benefits, extended child care
benefits generally terminate at the end of one year,
unless the recipient is eligible under the income
guidelines of the At-Risk Child Care Program.
While not as significant as medical care in a
recipients’s decision to take a job or their ability
to stay on the job - options other than commer-
cial day care are often available - the loss of child
care benefits does play an important role in the
whole employment scheme.

RECOMMENDATION 5.11: That Kentucky ap-
ply for a federal waiver to extend Transitional
Child Care benefits form 12 to 24 months.

The majority of former AFDC recipients who
participated in the Transitional Child Care Pro-
gram, and who testified before the Commission,
favored extending benefits for a period longer than
one year - the current time limit for receiving ben-
efits. For them, the cost of child care served as a
"bump in the road" to self-sufficiency, and transi-
tional assistance helped them to surmount this
obstacle. The Commission agreed and thought it
reasonable to recommend an extension of ben-
efits from 12 to 24 months.

Recent Developments

In September 1995, both houses of Congress
approved plans that would dramatically change the
country’s welfare system. Under legislation ap-
proved by the Senate, there would no longer be a
guarantee of assistance to poor Americans, and
plans approved by the House and Senate would
abolish the AFDC Program, converting it to a
“block grant” to the states.** And a five-year, life-
time limit would be placed on cash payments to
recipients.’’ Also, as of late September, there was
a proposal in the House to abolish the Medicaid
Program and replace it with a block grant under
the Medigrant Program.3

Itis not clear whether welfare reform legislation,
once itis approved by Congress and authorized by
the President, will include federal matching or
maintenance-of-effort requirements.”® Also, it is
not known exactly how much flexibility will be
given to states in terms of administering block
grants, or the level of funding relative to current
categorical outlays. Nevertheless, the Commission
believes both maintenance of effort and the allo-
cation of block grants to be issues of such serious
consequences that the development of policies
encompassing each should begin immediately.

RECOMMENDATION 5.12: That the Com-
monwealth maintain its current level of support
for poverty-related categorical programs, includ-
ing AFDC and Medicaid, in the event that the state
is allowed funding discretion through a block grant.

RECOMMENDATION 5.13: That the respon-
sibility for the development of state policy con-

cerning the allocation and administration of block
grants be placed in the Office of the Governor.
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CHAPTER VI

ECONOMIC DEVELOPMENT
AND POVERTY: AN
INTRINSIC RELATIONSHIP

tant characteristic of an adult in indicating

whether the family lives in poverty or not,”
as Kentucky’s demographic data strongly suggest,
then a state’s ability to develop, attract, and retain
jobs is the key to enabling its citizens to enjoy an
above-poverty standard of living. Kentucky’s sys-
tem for economic development, or, more precisely,
that portion of the system which offers tax subsi-
dies and low-cost guaranteed loans to foster the
attraction, expansion, and retention of jobs, is the
standard for states with similar economic situa-
tions. Built upon a variety of programs, Kentucky’s
scheme for meeting job competition is frequently
cited as the most comprehensive and generous
plan in the southeast. Recent tax-incentive legis-
lation introduced in the Alabama House of Rep-
resentatives under the sponsorship of House
Speaker James Clark, and supported by the Eco-
nomic Development Association of Alabama and
the Business Council of Alabama, was cited as nec-
essary “... to keep Alabama competitive with the
very generous Mississippi and Kentucky incentives
legislation....”

While conceding the attractiveness of Kentucky’s
incentive programs, and choosing to remain neu-
tral on the issue of utilizing substantial tax breaks
to attract business, the Commission on Poverty
observed the absence of any significant effort to
tie the jobs attracted through the majority of the
state’s economic development programs to em-
ployment of the poor or unemployed. Also noted
was the absence of any programs designed to en-
courage the development of jobs through the cre-
ation of small, high-risk businesses, to identify
potential entrepreneurs for indigenous businesses,
and to assist private, nonprofit organizations in
their efforts to foster local economic development.
Absent also from Kentucky’s economic develop-
ment programs are guarantees that the wages paid
by employers benefiting from the state subsidies
will be sufficient to support a family above the

If “having a job is the single most impor-

poverty level or to provide benefits. especially
health care and dependent care, which the em-
ployee might not otherwise find personally afford-
able. Chapter 6 presents the Commission’s find-
ings and recommendations concerning Kentucky's
tax incentive programs, loan programs, the Com-
monwealth Venture Fund, and other matters of
interest to Commission members.

Tax Incentive Programs

Currently, there are five tax incentive programs
designed to attract, expand, or retain jobs in Ken-
tucky:

0O  the Kentucky Industrial Development Act,
O the Kentucky Industrial Revitalization Act,
O the Kentucky Jobs Development Act,

O the Kentucky Rural Economic Develop
ment Act, and

O the Enterprise Zone Program.

Of the five programs, only the Kentucky Rural
Economic Development Act and the Kentucky
Enterprise Zone Program stipulate eligibility cri-
teria which have even an indirect connection with
the employment of the poor or unemployed.

Kentucky Industrial Development Act
(KIDA)

The General Assembly created the KIDA pro-
gram in 1992 to aid the establishment of new
manufacturing plants or the expansion of exist-
ing operations. If granted approval by the Ken-
tucky Economic Development Finance Authority
(KEDFA), an eligible company receives a 100 per-
cent credit against the income tax liability gener-
ated by the project, limited to the annual amount
of debt service (principal and interest) paid to a
lender in connection with “eligible project” financ-
ing. Financing may be provided by any source,
the most typical being banks or industrial revenue
bonds. This credit remains in place for the term
of the financing, or 10 years, whichever occurs first.

There are various eligibility criteria according
to KIDA guidelines. Corporations, partnerships,
sole proprietorships, and business trusts are eli-
gible for participation. Eligible projects include
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the acquisition of land, buildings, and building
fixtures for new and expanding manufacturing
companies, together with storage, warehousing,
and related office facilities. Expenditures for land
acquisition, site development, utility extensions,
architectural and engineering services, building
construction or rehabilitation, and purchases of
building fixtures (including installation costs) are
considered to be eligible costs.

According to Economic Development officials,
the KIDA program has been successful in its mis-
sion of assisting manufacturing businesses. Since
it began in 1992, officials have approved 90
projects, the majority of which have occurred in
urban areas, such as Jefferson and Fayette Coun-
ties. Participating companies have invested a to-
tal of approximately $2 billion in these projects.
While investments have ranged from $75,000 to
$450 million per project, the total investment of
KIDA money has been $906 million. Overall, 9,607
jobs (measured in full-time equivalents) have been
created under this program.

Kentucky Industrial Revitalization Act (KIRA)

Created in 1992, KIRA also focuses on manu-
facturing companies but targets businesses facing
imminent closure due to lack of productivity or
profitability caused by outdated equipment. A
company receives a combination of a Kentucky
income-tax credit and the right to invoke an em-
ployee wage assessment equal to 6 percent of the
gross payroll if approved by KEDFA. These cred-
its remain in place until 50 percent of the approved
costs have been recaptured, or for 10 years, which-
ever comes first. In addition, the company’s em-
ployees receive a tax credit against their Kentucky
income tax equal to 2/3 of the annual assessment
fee. Further, they gain a credit against the local
occupational tax equal to 1/6 of the assessment
fee.

Similar to KIDA, KEDFA operates this program
by applying various eligibility criteria. Eligible
businesses must employ 25 or more persons and,
as stated above, must face imminent closure. Build-
ing improvements, equipment purchases and
other efforts intended to make the company prof-
itable are all considered to be eligible projects.
KIRA's main goal is to increase the profitability of
a company to a point at which the company can
survive on its own.

The KIRA Program has been used sparingly, ac-
cording to Development officials. Few companies

apply for this program, since it is uncommon for
manufacturing companies to face immediate clo-
sure solely because of their use of outdated equip-
ment. In fact, only two businesses have partici-
pated in KIRA’s brief history. The Director of the
Rural Economic Development Division of the De-
partment of Financial Incentives testified that
KIRA funds recently allowed the General Electric
Appliance Park in Louisville to remain open and
thereby saved 9,000 jobs. And, he said that when
officials of the Emerson Power Transmission Cor-
poration decided to consolidate their operations
in Colorado and Kentucky by opening one loca-
tion in South Carolina, KIRA funding allowed this
consolidation to occur in Maysville, Kentucky.

Kentucky Jobs Development Act (KJDA)

The General Assembly created this program in
1992 in order to entice service or technology-re-
lated businesses to locate in Kentucky. If granted
approval by KEDFA, an eligible company receives
a 100 percent credit against the state income tax
arising from the project and a wage assessment (5
percent maximum) of the increased gross payroll
of the new employment resulting from the project.
Total assessments and credits cannot exceed the
approved costs, and cannot be taken beyond a 10-
year period. Each employee is entitled to an in-
come-tax credit against their Kentucky income tax
equal to 4/5 of the total wage assessment, if the
company utilizes such an assessment. In addition,
the employee is entitled to a credit against the lo-
cal occupational tax equal to 1/5 of the total wage
assessment.

Like KIDA and KIRA, KEDFA determines a busi-
ness’ eligibility to participate in this program
through the application of certain criteria. Eligible
companies must be service- or technology-related
and must provide more than 75 percent of their
services to persons located outside the state. The
purpose of this requirement is to prevent KJDA
participants from competing with existing Ken-
tucky businesses. Additionally, the company must
increase its employment of Kentucky residents by
aminimum of 25 new, full-time jobs resulting from
the project. Eligible approved costs are defined
as 50 percent of the start-up costs, which are es-
sentially the cost of furnishing and equipping the
facility, and 50 percent of the annual rent costs.

According to Economic Development officials,
approximately 40 companies now participate in the
KJDA progiam. The Director of the Rural Eco-
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nomic Development Division indicated that these
companies have invested a total amount of $80.6
million in their projects, while the state has in-
vested $2.1 million. Although only 2,075 jobs
(measured in full-time equivalents) have been cre-
ated under this program as of June 1995, officials
anticipate the creation of 7,204 jobs overall.?

Kentucky Rural Economic Development Act
(KREDA) -

This program was created in its present form by
the Kentucky legislature in 1992. Designed to en-
courage economic development in counties with
high rates of unemployment, the Act grants eligi-
bility to firms which agree to locate in Kentucky
counties whose average annual unemployment rate
has exceeded the state average annual unemploy-
ment rate for five consecutive calendar years. A
KREDA approved company receives a 100 percent
credit against the Kentucky income-tax liability
generated by the project, limited to the annual
amount of debt service (principal and interest)
paid to a lender in connection with eligible project
financing. The tax credit remains in place for the
term of the financing, or 15 years, whichever oc-
curs first. Unused credits may be carried forward
for the term of the KREDA agreement.

In addition to receiving state-tax incentives, an
approved company may also utilize the Job Devel-
opment Assessment Fee (“JDAF”) in connection
with the KREDA project. This entails a withhold-
ing from the employees hired as a result of the
KREDA-approved project of a maximum of 6 per-
cent of their gross wages. The employees recover
this fee through a state-income tax credit equal to
2/3 of the JDAF and a credit against the local oc-
cupational tax equal to 1/3 of the JDAF (to the
extent that local occupational taxes exist).

Corporations, partnerships, sole
proprietorships, or business trusts that establish
new manufacturing plants or expand existing
manufacturing operations in qualifying counties
are eligible for this program. Further, eligible com-
panies may initiate projects involving “approved
costs” related to land acquisition, site development,
utility extensions, architectural and engineering
services, building construction or rehabilitation
and purchases of equipment and fixtures (includ-
ing installation costs).

The KREDA Program applies only to counties
with exceedingly high poverty rates, rather than to
counties with high numbers of poor. As would be

expected, the participating counties, reflected in
Figure 6.1, are predominately rural in narture.
Urban areas, which the demographic analysis in
Chapter 2 revealed as having the greatest number
of poor, are effectively barred from participation
in the KREDA Program.

Kentucky Enterprise Zone Program

The General Assembly created this program in
1982 as part of an effort to bring new or renewed
development to certain economically depressed
areas. After a “poor” area has been identified, it is
declared an enterprise zone — a designation last-
ing 20 years. Provided that a company meets the
eligibility requirements discussed below, state and
local tax incentives are offered to businesses lo-
cated or locating in this area.

Among the tax incentives given to participating
businesses are specific exemptions from sales and
use taxes, and wage-assessment credits (for previ-
ously unemployed persons and/or persons receiv-
ing public assistance). For example, building ma-
terials used in remodeling, rehabilitation, or new
construction within an enterprise zone are exempt
from sales and use taxes. Likewise, new and used
machinery purchased and used by a qualified busi-
ness within this zone is exempt from sales and use
taxes. Most importantly, a qualified business shall
be allowed a credit against the corporation income
tax equal to 10 percent of the wages paid to each
employee who has been unemployed for at least
90 days or who has received public assistance ben-
efits for at least 90 days prior to being employed
by the business. The credit has a maximum limit
of $1,500 per employee, and any unused credit may
be carried forward for a maximum of five years.

The Enterprise Zone Program applies to all types
of businesses. Although there are certain exemp-
tions from the motor vehicle usage tax, the major
tax incentives involve exemptions from sales and
use taxes. Most zones are found in urban areas,
with the exceptions of Knox County and Hickman.
Table 6.1 provides a current list of enterprise zones
in Kentucky.

Businesses must meet several criteria in order
to qualify for the Enterprise Zone Program. First,
50 percent of their employees must perform all of
their services within an enterprise zone. If a com-
pany wishes to apply as a “new” business (one which
began operation in the zone after the date the zone
was designated), 25 percent of the company’s to-
tal full-time workforce must meet the targeted cri-
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Table 6.1
Kentucky Enterprise Zones
Louisville 1983 Lexington 1985
Hickman - 1983 Knox County 1986
Ashland 1984 Campbell County 1986
Covington 1984 Paducah 1986
Owensboro 1985 Hopkinsville 1987

Source: Cabinet for Economic Development (1995)

teria (discussed below) as long as the business is
enterprise zone-certified. On the other hand, if a
company desires to apply as an “existing” business
(a company in operation in the enterprise zone
prior to the designation of the zone), it has two
options: initiating a 20 percent increase in capital
investment or increasing its total workforce by 20
percent (25 percent of these new employees must
meet the targeted-workforce criteria).

The targeted-workforce criteria contain three
basic parts. Businesses must hire a Kentucky resi-
dent who either (1) resides within the enterprise
zone, or (2) was unemployed for a period of 90
days prior to being hired by the enterprise-zone
business, or (3) received public assistance for 90
days prior to being hired by the business.

Other than the KJDA, which requires businesses
to hire Kentucky residents, the Enterprise Zone
Program is the only program that requires busi-
nesses to hire persons meeting pre-determined
criteria. Currently, 2,802 businesses are enterprise-
zone certified. Enterprise Zone Program staff told
the Commission that 34 percent of the total num-
ber of persons who have been hired meet at least
one of the targeted-workforce criteria. It is not
possible to determine the number of persons un-
derlying this percentage since information about
the unemployed and persons receiving public as-
sistance is confidential to the Cabinet for Human
Resources and the Workforce Development Cabi-
net.?

The Enterprise Zone Program is experiencing
one major problem:

In many areas, the pool of targeted work-
ers is shrinking and the larger enterprise
zone businesses are finding it extremely
difficult to fill their necessary numbers
... This problem seems to be acute in

Northern Kentucky and Louisville, areas
where most enterprise zone activity takes
place.’

In response to a Commission inquiry, Economic
Development officials cautioned that increasing
the percentage of targeted workers would be un-
duly burdensome to enterprise zone businesses.
“Increasing the percentage of employees from the
targeted workforce would render Kentucky’s En-
terprise Zone Program virtually impossible for
businesses to comply.”

RECOMMENDATION 6.1: That the Kentucky
Industrial Development Act (KIDA) and the Ken-
tucky Jobs Development Act (KJDA) be amended
to provide an incentive for the qualified business
to hire a full-time equivalent of 25 percent of its
employees from a targeted workforce. The targeted
workforce would be made up of Kentucky residents
who were unemployed, or who had received pub-
lic assistance for at least 90 days prior to being
employed by the business.

In recommending the establishment of incen-
tives within KIDA and KJDA for businesses to em-
ploy from a targeted workforce, the Commission
took note of the Economic Development Cabinet’s
caution that many firms resist dictation as to the
kinds of employees they must hire, even when a
modest percentage of employees are involved. On
the other hand, the Commission also noted the
Cabinet’s testimony to the effect that employers
participating in the Enterprise Zone Program had
met and substantially exceeded similar criteria for
employment from a targeted workforce, and the
Commission was skeptical of the Cabinet’s conten-
tion that “...adding similar qualifications to KIDA,
KJDA and KIRA would make KREDA and the En-
terprise Zone Program less effective in helping
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Kentucky's distressed areas.”” The Commission
believes that to omit employment of the poor or
unemployed totally as a criterion for participation
in Kentucky’s tax incentive system of economic
development would be an opportunity wasted.

From the point-of-view of the qualified business,
a targeted-workforce employment requirement
would seem a reasonable tradeoff for the tax ben-
efits offered. And the incentive to the state to in-
clude the requirement is obvious.

In addition to the general tax revenues received
from an employed worker, the state benefits
through savings in welfare payments when a pub-
lic assistance recipient is employed. And employ-
ers, who support the Unemployment Insurance
Fund through payroll taxes, realize a savings when
the unemployed are hired.

Onmissions of a targeted workforce employment
requirement from the state’s economic develop-
ment programs, when there appear to be compel-
ling arguments for its inclusion, fosters the impres-
sion that workers in the welfare recipient/unem-
ployed pool are unemployable in manufacturing-
or technology-related jobs. If training or retrain-
ing is necessary, as is frequently the case for many
potential workers, job specific instruction is avail-
able through the state’s Bluegrass State Skills Cor-
poration.® Creating a demand for skilled workers
among the poor or unemployed will emphasize
the need to properly prepare participants in the
JOBS Program for jobs in modern industry, and
will support the contention that all unemployed
persons should have access to the skill counseling
and training referral available through the JOBS
Program.

While the Commission makes no recommenda-
tion as to the incentive that should be offered, it
does suggest that a “wage assessment” provision,
similar to the one presentin KJDA, could be added
to the KIDA, and that the wage assessment incen-
tive present in KJDA could be made available only
to those firms which agree to hire from a targeted
workforce. In both cases, the new incentive or the
added criteria would apply only to newly partici-
pating firms in either program.

RECOMMENDATION 6.2: That the Kentucky
Industrial Revitalization Act (KIRA) be amended
to provide an incentive for the qualified business
to hire a full-time equivalent of 25 percent of new
or additional employees from a targeted
workforce, as described in Recommendation 6.1.

Since the purpose of KIRA is to salvage existing
businesses and to save existing jobs, providing an
incentive to employ a portion of an existing
workforce from a targeted pool would make no
sense. The Commission believes, however, that
encouraging businesses to employ a percentage
of new hires or additional hires from the ranks of
the poor or unemployed is a reasonable policy.
The wage-assessment incentive, already present in
the KIRA regulations, would appear to be a logi-
cal incentive, offered prospectively to encourage
full participation in the program.

RECOMMENDATION 6.3: That the Kentucky
Rural Economic Development Act (KREDA) be
amended to require the qualified business to hire
a full-time equivalent of 25 percent of new or ad-
ditional employees from a targeted workforce, as
described in Recommendation 6.1, as a requisite
for participation in the program.

It is ironic that KREDA targets counties with
long-standing high rates of unemployment, but
fails to require the qualified business to hire from
the ranks of the unemployed. The assumption is
made that if a business locates in an area of high
unemployment, it must, by sheer numbers, hire
some of the unemployed. This assumption, how-
ever, ignores the possibility of persons within the
county shifting from one job to another, and ig-
nores the possibility of currently employed persons
from outside the county, or from outside the state
for that matter, being hired to fill the newly-cre-
ated jobs. The Commission believes that in order
for KREDA to fulfill its mission of providing jobs
for the unemployed, a targeted-workforce employ-
ment criterion is necessary. Including public as-
sistance recipients in the targeted workforce is a
logical extension of the state’s economic develop-
ment policy to increase per capita income and in-
sure a meaningful quality of life for those citizens.

RECOMMENDATION 6.4: That the Kentucky
Enterprise Zone Program law be amended to elimi-
nate residents of the enterprise zone from the defi-
nition of targeted workforce.

The General Assembly, in creating the Enter-
prise Zone Program, declared as its purpose the
revitalization of economically depressed areas in
the state. One of the four major goals of the pro-
gram was to: “... improve the quality of life of indi-
viduals that reside within an enterprise zone by
providing employment opportunities ...”
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The original concept of an enterprise zone was
a small, highly depressed area in an urban setting.
Today’s enterprise zones, for the most part, are
large, sometimes nearly county-wide areas, encom-
passing both depressed and affluent areas. The
goal of improving the quality of life of the poor or
unemployed is easily thwarted by the employment
of nonpoor, employed persons living within the
zone. The Commission believes that the original
goal of the Enterprise Zone Program would be
better achieved by dropping the local employment
criterion and focusing on the employment of the
unemployed or public assistance recipients.

Loan Programs

‘Two general purpose loan programs, the Ken-
tucky Economic Development Finance Authority
(KEDFA) Direct Loan Program, and the SBA 504
Loan Program, are available to assist in the recruit-
ment of business to Kentucky. Neither program
has eligibility requirements touching upon the
employment of the poor or the unemployed or
upon the payment of above poverty-level wages, or
the furnishing of benefits to the business’ employ-
ees.

KEDFA Direct Loan Program

Essentially, this program offers mortgage loans
designed to allow companies to create new jobs or
have a significant impact on the economic growth
of a community. Under the Direct Loan program,
KEDFA may supply a maximum of 25 percent of
the fixed-asset costs associated with a project (land,
building, equipment), but its amount of partici-
pation will be based on the number of jobs to be
created. “The money loaned under (this) program
is not state money originating from tax revenue.
It is instead loaned out of a bond pool on which
the state pays interest.” The maximum loan
amount is $500,000, while the minimum is $25,000.

While retail projects are ineligible for this pro-
gram, others, such as agribusiness, tourism, indus-
trial ventures, and service industry projects, may
receive direct loans. The interest rate for a par-
ticular loan is fixed, and is tied to the term of the
loan. Under KEDFA guidelines, only fixed assets
may be financed. Project owners must inject a
minimum of 10 percent toward these assets.

Development officials maintain that the KEDFA
program has aided community development
throughout Kentucky. Participating businesses
have stimulated their local economies by creating

new jobs, using local services, and purchasing lo-
cal products. “The majority of loans from KEDFA
have created the jobs they projected to create.”
Approximately $13 million had been loaned un-
der this program as of July 1993."

Small Business Administration 504 Loan
Program

The Commonwealth Small Business Develop-
ment Corporation (CSBDC) is an economic de-
velopment entity created under the auspices of the
Small Business Administration (SBA) to enhance
economic growth. Its staff is largely composed of
KEDFA officials who are responsible for operating
the SBA 504 Loan Program. Essentially, this pro-
gram promotes community development through
Jjob creation and retention. It requires that loans
be used in conjunction with private financing. The
CSBDC is the subordinate lender to a private insti-
tution and can lend a maximum of 40 percent or
$750,000 per project.

Once a loan is approved, the SBA issues an au-
thorization committing to the project. At this
point, the bank may begin interim financing of
this project. Such financing must be obtained from
aregulated lending institution. When the project
is completed, the debenture is sold and CSBDC
debenture proceeds are disbursed.

Companies must meet certain eligibility crite-
ria in order to receive an SBA 504 loan. An
applicant’s business must: (1) qualify as a small
business by SBA standards, (2) have a significant
impact on the economic growth of a community,
(3) create or retain new jobs, (4) and initiate a
project no smaller than $125,000. Eligible projects
are limited to fixed-asset acquisition. Examples
include land and building purchases, building
construction and rehabilitation, and machinery
and equipment purchases.

Just as the KEDFA program has been successful
in reaching its goals, Development officials claim
that the SBA 504 Loan program has been effective
as well. Small businesses receiving an SBA loan
have created new jobs, used local services, pur-
chased local products, and enticed other busi-
nesses to open in their communities.!?

RECOMMENDATION 6.5: That the various
statutes and administrative regulations governing
the award of loans and grants for economic devel-
opment purposes, and the statutes and adminis-
trative regulations authorizing the issuance of
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bonds to finance economic development loans and
grants, be amended to add to the project selection
and lending criteria (1) the number of jobs to be
filled from the ranks of public assistance recipi-
ents or unemployed; (2) the level of wages to be
paid; and (3) the employee benefits to be provided.

While the Commission feels very strongly that
state subsidies to business should be leveraged to
generate the greatest return to the state, e.g., the
employment of the poor or unemployed, the pay-
ment of above poverty-level wages, and the provid-
ing of benefits, the Commission is unsure as to
whether or not the benefits provided through loans
or grants are sufficient to demand these provisions.
Therefore, the Commission recommends that, for
the time being, the “carrot” of selection and de-
gree of participation should be used to extract the
desired concessions.

Venture Capital
Venture capital is the lifeblood of the high-risk,
often small, frequently indigenous business ven-
ture. When traditional commercial lenders refuse
to participate, the availability of venture capital will
determine whether or not a business will open its
doors.

Kentucky Highlands Investment
Corporation (KHIC)™

The impact of venture capital is easily observed
through the operations and success of Kentucky
Highlands Investment Corporation. KHIC is a
Community Development Corporation, originally
created by the federal government in 1968, and
now responsible for administering economic de-
velopment programs in southeastern Kentucky. It
has evolved from a government-supported entity
into a private, non-profit organization that focuses
on managing investments designed to benefit a
nine-county service area: Bell, Clinton, Clay,
Harlan, Jackson, McCreary, Rockcastle, Wayne, and
Whitley. Utilizing a “development venture capi-
tal” approach, Kentucky Highlands assumes the
difficult task of finding aspiring entrepreneurs and
financing their businesses as long as they promise
to locate inside the KHIC service area and to hire
unemployed residents. New ventures also must
promise to exceed $1 million in sales by their third
year of operation. At present, the corporation has
a net worth of $17 million and assets totaling $22
million."*

Kentucky Highlands’ 17-member Board of Di-
rectors reviews funding applications and approves
all investment decisions, although 13 staff mem-
bers are responsible for the corporation’s daily
operation. It encourages the development of
manufacturing operations rather than service com-
panies, for fear that the latter would only compete
with existing businesses in the nine-county service
area, while manufacturing ventures would cater to
markets outside the area. By providing fair financ-
ing terms and the capital necessary to begin this
type of business, Kentucky Highlands often as-
sumes an ownership position in the fledgling com-
pany. All else being equal, the corporation will
either sell its interest in this company, once it has
proven to be successful, or will maintain its owner-
ship position in an effort to make the company
profitable.

The corporation has assisted numerous busi-
nesses in their effort to benefit the southeastern
region of Kentucky, in spite of a shortage of entre-
preneurial and management talent. Kentucky
Highlands has provided more than $31 million in
investment capital to aspiring entrepreneurs dur-
ing its 27 years of operation. Debt and equity in-
vestments constitute the majority of this amount.
Also, it has investments or loans with 17 compa-
nies at present, ranging from $50,000 to $2 mil-
lion. Over the years, sales from companies receiv-
ing financial assistance from the corporation have
approached $1 billion.!®

Kentucky Highlands’ officials claim that their
organization has positively influenced its service
area in several ways. They point out that the
corporation’s investment has increased personal
and corporate income tax revenue for the state.
As of 1993, investee companies paid $200 million
in wages to their employees, which generated $49
million in personal income taxes. The companies
themselves have paid a total of $8.2 million in cor-
porate income taxes over the years.

KHIC officials also assert that the number of job
opportunities for area residents has grown. As of
June 1995, investment activity had created 4,100
jobs for these residents. Many manufacturing jobs
have appeared partly due to the corporation’s in-
vestments. There were 4,671 manufacturing jobs
in the KHIC service area in 1968. As of 1993, em-
ployment in this industry had climbed to 7,164.

Finally, corporation officials argue that south-
eastern Kentucky has reduced its dependence on
public assistance programs with the help of KHIC
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investment. The KHIC president believes that a
conservative estimate of the proportion of persons
hired by Kentucky Highlands’ investees who were
unemployed prior to being hired is 65 percent.
Further, he claims that a conservative estimate of
the proportion of persons hired. who were public
assistance recipients at the time they were hired is
53 percent.

The Commonwealth Venture Fund

The Commonwealth Venture Fund Act, in its '

present form, was adopted by the General Assem-
bly in 1992. The law was designed to “... encour-
age capital investment in the Commonwealth of
Kentucky, to encourage the establishment or ex-
pansion of small business and industry, to provide
additional jobsand to encourage the development
of new products and technologies in the state
through seed and venture capital investments.”’¢
The act required a minimum investment in the
fund of $5 million, raised through private dona-
tions. Contributors to the fund were to receive a
credit against any state tax for which they may have
been liable. Major investors in the fund ($500,000
or more) were to be seated on the Venture Fund
Panel, and, together with gubernatorial appoin-
tees from the private sector and ex officio public
officials, would have had the responsibility for gen-
eral administration of the fund and the selection
of a firm to manage the day-to-day operations of
the fund. :

“Small businesses” employing less than 500
people, manufacturing firms with less than $1 mil-
lion of capitalization, and manufacturing firms
with less than $3 million of investment were to re-
ceive 75 percent of the proceeds from the fund.
The remaining 25 percent was available for invest-
ment at the discretion of the panel, with no more
than 20 percent of the total to be in agribusiness
or agriculturally-related ventures.

- Unfortunately, no money was raised for the
fund.

As reported by staff of the Kentucky Economic
Development Finance Authority, flaws in the leg-
islation authorizing the fund were the stumbling
block.'” A task force created by the Economic
Development Cabinet is in the process of develop-
ing suggestions for rectifying the Venture Fund
law, and will forward its recommendations to the
1996 General Assembly. The Commissioner of the
Department of Financial Incentives anticipates the

creation of a successful Venture Capital Fund if
the task force’s recommendations are followed.'®

RECOMMENDATION 6.6: That the Kentucky
General Assembly enact legislation to establish a
viable, state-wide venture capital fund, with entre-
preneur identification -and technical assistance
similar to that provided by the Kentucky Highlands
Investment Corporation.

Venture capital will fill a void in the state’s eco-
nomic development system. While the state has
been highly successful in recruiting established
businesses to Kentucky, and while several large,
Kentucky-based operations have been successfully
developed, mainly as the result of the vision of a
few individuals, the government’s success in de-
veloping small businesses has been less notewor-
thy. Absent the efforts of the Kentucky Highlands
Investment Corporation (a regional entity with no
formal ties to Kentucky government), the Com-
mission did not observe any major, concerted ef-
fort to identify or encourage local entrepreneurs.

The success of Kentucky Highland Investment
Corporation can be attributed as much to its en-
trepreneur identification and selection process,
and technical assistance in business planning and
marketing, as to the availability of venture capital.
The Corporation locates aspiring entrepreneurs,
selects those who are most promising, finances the
business, and provides continuing technical assis-
tance. In some cases the Corporation takes an
equity position in the business, and, as an owner,
participates in management decisions. Kentucky
Highlands refers to the entire system as “develop-
mental venture capital.” It is this approach that
the Commission recommends be adopted by the
state’s venture capital fund.

The founder of the Christian Appalachian
Project suggested to the Commission that greater
effort should be made to establish smaller busi-
nesses, offering only a few jobs, rather than trying
to attract large corporations with large numbers
of jobs. He said that the development of smaller
businesses, offering products or services indig-
enous to the area, has a greater potential for the
creation of jobs in rural areas, particularly in
Kentucky’s Appalachian counties, than the often
futile attempts to bring in large firms. Smaller
business, he said, are also more likely to remain in
the state than larger, more mobile firms. Venture
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capital, correctly applied, will provide the neces-
sary funding for the types of businesses of which
he speaks.

Special Topics of Interest

Public-Private Partnerships

The founder of the Christian Appalachian
Project also spoke of the need for public-private
partnerships to foster economic development.
Specifically, he explained that the state should join
organizations like his to identify entrepreneurs in
Kentucky’s smaller communities who could be-
come the focal point for the development of small
businesses. He said that private venture capital is
available through nonprofit organizations like the
Christian Appalachian Project; the difficulty is in
identifying qualified entrepreneurs. Further, the
state could help insure the success of small local
businesses, The Founder explained, by identifying
volunteers who could assist an entrepreneur in
starting a business. He noted that no such effort
by the state is currently in place.

RECOMMENDATION 6.7: That the General
Assembly authorize and fund an Office of Public-
Private Partnerships to work with local, nonprofit
organizations to identify local entrepreneurs, in-
digenous services and products, and to match ven-
ture capital with the prospective business venture.

The Office could be part of the Venture Capital
Fund or independent of the Fund. In the latter
case, the Office should be organized within the
Cabinet for Economic Development.

Other Investment Capital

While a Kentucky Venture Capital Fund should
serve as a source of funding for small, high-risk
business ventures, the Commission believes that
other opportunities also exist for capital invest-
ment in smaller businesses. The Commonwealth
traditionally utilizes a number of state banks as
depositories for its funds. The rate of interest paid
to the state by the depositories for the use of the
funds is generally below the market rate paid to
other depositors. The Commission believes that
as a concession for the below-market rates of in-
terest, the state should require the depositories to
make loans available to small businesses which oth-
erwise would have difficulty in securing loans from
other commercial lenders.

RECOMMENDATION 6.8: That the General
Assembly enact legislation to create a Linked De-
posit Program for loans to small businesses. Em-
phasis should be placed on loans to minority-owned
businesses.

The portfolio of loans to small businesses
through the Linked Deposit Program should be
in an amount equal to the average amount of state
funds on account in the depository. Individual
loans should be capped at an amount sufficient to
provide adequate funding to a small business, but
in an amount to reduce the depository’s exposure
from any one loan and to maximize the number
of businesses served through the Linked Deposit
Program.

Other Economic Development

In 1992 the Kentucky General Assembly created
the Local Governments Economic Development
Fund. The Fund was scheduled to eventually re-
ceive and retain 38 percent of the state’s receipts
collected from the coal severance and processing
taxes. Moneys in the Fund are allocated to coal-
producing counties according to a three-factor for-
mula. Use of the allocated funds is restricted to
“industrial development projects” to promote
manufacturing, processing, or assembling opera-
tions.” None of the moneys may be used under
current law for community development, other
than that related to site preparation and the con-
struction of industrial facilities.

RECOMMENDATION 6.9: That the General
Assembly amend KRS 42.4588 to permit the con-
struction of facilities to provide water and sewer
services to residential housing and existing com-
mercial and industrial facilities not contemplated
within the current statute.

The Commission believes that successful eco-
nomic development is dependent, to a great ex-
tent, upon the quality of life available within the
community. Many of the state’s rural areas and
many of the state’s smaller urban areas lack ser-
vices as basic as water and sewer facilities. The ab-
sence of such services is prevalent in Kentucky’s
coal-producing counties, particularly those coun-
ties located in the eastern part of the state. It is
the Commission’s position that the presence of
water and sewer services in communities where they
are not presently available will make those com-
munities more attractive for the relocation or de-
velopment of industry.



Families First: Kentucky’s Poverty Commission

59

Employee Benefits

The Commission believes, as stated in Chapter
4, that affordable dependent care, the availability
of transportation, and employer-subsidized health
care are essential to enabling many persons cur-
rently unemployed and living in poverty, to “af-
ford” a job and overcome poverty. The Commis-
sion has supported its belief by recommending tax
credits for the establishment of dependent care
facilities or the subsidizing of dependent care ex-
penses,* grants to public transportation agencies
for the planning of employment-targeted routes
and schedules,” and the linking of employer-fur-
nished dependent care, health care, and transpor-
tation to the selection of firms to receive state loans
or grants.?

The Commission believes, however, that the
publicizing of these and other incentives, e.g., the
income-tax credit awarded for premiums paid by
employers into a health care trust, and the furnish-
ing of information to business about the ap-
proaches, alternatives and means to providing
employee benefits, will be necessary to realize their
full development.

RECOMMENDATION 6.10: That the General
Assembly authorize and fund an Office of Em-
ployee Benefits to work with current and prospec-
tive employers to provide dependent care, trans-
portation, and health care, and other employee
~ benefits, to their employees.

The most logical fit for the office would appear
to be within the Cabinet for Economic Develop-
ment, although the Cabinet for Human Resources
would be an alternative site. The mission of the
office would be to encourage employers to pro-
vide employee benefits, particularly dependent
care, transportation, and health care. The success
of the office would be measured by the number of
employees receiving the benefits. The office would
approach its mission by publicizing the tax and
other financial incentives to provide employee
benefits and by furnishing technical assistance in
designing those benefits.

Another Incentive to Employ
Targeted Employees
Kentucky’s tax code provides an income-tax
credit to employers (individual proprietors, part-
nerships, and corporations) to encourage the
employment of the unemployed. Established by
the Kentucky General Assembly in 1984, the credit

is worth $100 per person hired by the taxpayer who
has been classified as unemployed for at least 60
days prior to his employment, and who remains in
the employ of the taxpayer for at least 180 con-
secutive days.”® The Kentucky Revenue Cabinet
estimates that the credit is awarded for the em-
ployment of less than 1,000 unemployed persons
per year. The Commission believes that this rela-
tively small number is indicative of the fact that
the tax credit, at its $100 per person employed
level, is not a sufficient inducement to hire and
retain the unemployed. Additionally, the Com-
mission believes that whatever tax credit is made
available should be extended to include the em-
ployment of public assistance recipients.

RECOMMENDATION 6.11: That KRS 141.065
be amended to increase the tax credit awarded for
the employment of the unemployed from $100 to
$300 per person hired by the taxpayer, and to ex-
tend the credit to include the employment of pub-
lic assistance recipients.

Tripling the amount of tax credit should in-
crease the interest of employers in employing from
a targeted workforce. Tripling the award should
also serve as a greater inducement to employers to
assist their targeted employees in acquiring the
skills necessary to remain on the job. The Com-
mission believes, as stated earlier in this chapter,
that the state gets a “bigger bang for its buck” when
it induces the employment of public assistance
recipients. If the added tax credit results in the
additional employment of the unemployed or
public assistance recipients, the social and finan-
cial returns to the state will far exceed in value the
$300 credit.

Access by Telephone

A basic component of the job search and em-
ployment process is the ability of prospective em-
ployers and prospective employees to communi-
cate with one another in a rapid and timely man-
ner. The usual means of communications in these
instances is the telephone.

Statewide, 92 percent of all households in Ken-
tucky have a telephone and 94 percent have ac-
cess to a telephone; however, telephone service to
the state’s households varies considerably from
county to county.*® In two-third’s of Kentucky’s
counties more than 10 percent of households have
no telephone.® In 32 counties 15 to 20 percent
of households lack service.?® In 21 counties 20 to
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30 percent of the households have no phone.?

The counties with the lowest telephone service
are rural, and all but two are located in the east-
ern half of the state.®® Although there is no county
data available detailing access to a phone, it is rea-
sonable to assume that the lowest access rates
would also be found in the same low populated
counties, with, in some cases, limited road systems.
Nationally, the households with the lowest rate of
telephone service are the households with the low-
estincome.” The national findings would appear
to apply to Kentucky, whose low telephone service
counties are also among the state’s counties with
the lowest per capita income and, not coinciden-
tally, the highest rates of poverty.

The low rates of telephone service impede the
employment process in those areas of the state
which can least afford a hindrance to prospective
employee/employer communications. According
to LRC staff analysis, a number of states partici-
pate in two national programs, sponsored by the
Federal Communications Commission (FCC), de-
signed to reduce the cost of normal telephone
installation charges or telephone line charges, and
in some instances, have developed their own pro-
grams to subsidize the cost of telephone service
for low-income families.

Life Line, a plan first approved by the FCC in
1985 and later expanded in 1986, offers a waiver
of up to 100 percent of the subscriber line charge
to verified eligible customers, with the state offer-
ing a matching reduction. Each state submits its
proposed Life Line plan to the FCC for certifica-
tion. Link-Up-America, begun in 1987, provides
for a waiver of 50 percent of a telephone company’s
normal installation charge, up to a maximum of
$30. Inaddition, telephone companies are encour-
aged to waive deposit requirements or allow de-
posits to be made in interestfree installments. To
qualify, an individual must not be claimed as a
dependent for federal income tax purposes (un-
less over age 60), and must meet local income and
eligibility requirements for each state. In the case
of either plan, each state submits its proposal to
the FCC for certification.

In 1994, 47 states participated in Link-Up-
America, 32 in Life Line. The latter group of states
also participated in Link-Up-America. In addition
to their involvement with one or both of the na-
tional programs, 20 states offer their own cost-of-
service reduction programs. Kentucky participates
in Link-Up-America, but not Life Line, and does
not offer its own program.

A variety of sources are utilized by the various

states to fund their matching share in Link-Up-
America or Life Line, or the cost of their own pro-
gram. The most popular funding sources are a
surcharge on telephone service rates, a tax credit
offered to telephone companies, or a tariff im-
posed upon telephone service usage.

RECOMMENDATION 6.12: That the General
Assembly develop a plan for participation in Life
Line, with mandatory participation by each tele-
phone company operating within the state. The
Commission further recommends that the General
Assembly consider the development of a Kentucky
program to assist the unemployed or AFDC recipi-
ents who otherwise would not qualify under either
of the two national programs.

In addition to obvious safety and health consid-
erations, the Commission believes it is important
that every family in the state have telephone ser-
vice for job acquisition purposes. The benefits of
developing a qualified workforce (see Recommen-
dation 6.14) would be diminished if some of the
most needy individuals lacked the necessary access
to job opportunities. The Commission has no rec-
ommendations as to sources of funding, but sug-
gests that a subsidy by regular telephone custom-
ers would be justified under safety and health con-
siderations, or a general state subsidy through tax
credits or a direct appropriation would be justi-
fied as an economic development tool.

Affirmative Action

To ensure equal opportunity for the employ-
ment of members of racial minorities and women,
Kentucky has developed a series of programs which
address equality of opportunity in preparation for
employment, as well as in the process of employee
selection and retention. Included are affirmative
action provisions relating to state government
employment, participation in membership of state
boards and commissions, recruitment for teacher
training and health profession education, and
funding for attendance at institutions of highe
education. ‘

Contractors doing business with the state must
comply with the Kentucky Civil Rights Act, and
their workforce must reflect the minority popula-
tion in the drawing areas. Minority-owned busi-
nesses are provided special assistance through the
Economic Development Cabinet’s Department for
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Existing Business and Industry. And in compliance
with federal law, 10 percent of federal highway
funds are set aside for minority and women-owned
businesses. The Commission believes that these
and the many other affirmative action programs
required by state law are helping to ameliorate
poverty.

The Commission was concerned, however, that
the recent U.S. Supreme Court holding in Adarand
Constructors v. Pena (1995) might erode the effec-
tiveness of Kentucky’s affirmative action initiatives.
Although Adarand only addressed federal pro-
grams, and merely stated that affirmative action
programs, when challenged, would be subject to a
strict review, the Commission was concerned that
the negative publicity resulting from the courts’
decision might undermine the state’s commitment
to affirmative action.

RECOMMENDATION 6.13: That the General
Assembly reaffirm its commitment to affirmative
action and explore ways to strengthen Kentucky’s
Affirmative Action Plan for state government.

The Commission determined that, in light of
the Adarand decision, efforts should be taken to
preserve and even strengthen affirmative action
programs in Kentucky. Although Adarand did not
render federal affirmative action programs uncon-
stitutional, at least one observer believes that it es-
sentially ". . . cut the legal legs out from under
dozens of federal affirmative action programs."*
As a result, it is possible that state programs, in-
cluding Kentucky’s affirmative action plan, will
sustain more legal attacks in the future. The Com-
mission believes that reducing or eliminating these
programs will hamper Kentucky’s ability to reduce
poverty. Hence, the General Assembly should show
its full support of affirmative action programs and
develop ways to protect and strengthen them.

Economic Development and the Future

The Commission recognizes that many of the
foregoing recommendations assume a system of
economic development similar to that presently
in place. Lest the reader think that the Commis-
sion believes that the current system will satisfy
Kentucky’s economic development needs in the
future, it hastens to proclaim that it doesn’t.

The Commission’s view is reflected in the writ-
ings of several authors, including Peter Drucker,
who points out in his 1993 book, Post-Capitalist So-

ciety, that concomitant with the virtual disappear-
ance of unionized labor we have moved into an
‘employee society’ where labor is no longer an as-
set.”* He asserts that the Japanese understand this
fact, whereas Americans do not. “Japanese com-
panies are moving manual work in manufacturing
out of Japan as fast as they can. In the United
States, manufacturing jobs are seen as a priceless
asset. In Japan, they are seen more and more as a
liability.”%!

He cites Kentucky and Tennessee as examples
of “poor rural states” which are “desperately trying
to attract manufacturers who offer blue-collar
Jjobs”, and in doing so they end up competing
against Third World nations which have an ample
supply of young people who are qualified for noth-
ing but manual work in manufacturing.? He states:

Economically as well as socially, it would
be much more productive — the
Japanese argue — to put the money spent
to create blue-collar jobs in developed
countries instead into advancing the
country’s education, and thus to ensure
that youngsters learn enough to become
qualified for knowledge work, or at least
for high-level service work.*

Drucker asserts that there is a place for manu-
facturing in developed countries, but manufactur-
ing should be along the line of the state-of-the-art,
high tech minimill steel plants.* He writes:

If a country has the knowledge base, it
will also manufacture. But this manu-
facturing work will not be competitive if
carried out by traditional blue-collar
workers who serve the machine. In com-
petitive manufacturing, the work will
largely be done by knowledge workers
whom the machine serves — as computer
consoles and computerized work stations
serve the ninety-seven technicians in a
steelmaking minimill.>

He says further, “Manual labor in making and
moving things is rapidly becoming a liability rather
than an asset. Knowledge has become the key re-
source for all work.” He concludes, “The only
long-term policy which promises success is for de-
veloped countries to convert manufacturing from be-
ing labor based into being knowledge based.”™’
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Carl Rist, a policy analyst for the Corporation
for Enterprise Development, Washington, D.C.,
typifies many who have examined the phenom-
enon of “smokestack chasing” and “bidding for
business” — the so-called new “War Between the
States.” Ina recent study, Rist says that the costly
incentives are “marginally effective at best and in-
consequential at worst.”® Rist advises that the
states would be better off investing in people, tech-
nology, existing businesses and infrastructure, the
kinds of things that attract new businesses in the
first place.

Mark Memmot, economic analyst for “USA To-
day,” suggested in his September 18, 1995, column
that the way we define wealth and capital needs
broader interpretations and must include human
capital - “the productive value of people,” and so-
cial capital - “the value of families, communities,
and the other organizations that glue a society to-
gether.”! These, along with natural capital (land,
minerals, and other natural resources), financial
capital, and produced assets — the traditional
“goods and services” — constitute what we call
wealth.? Memmot asserts, “For nations that aren’t
blessed with abundant natural resources, the key
to becoming wealthy lies in their people.”

The Commission believes that tomorrow’s suc-
cessful system for economic development will be
characterized by a well-educated, well-trained
workforce, produced by an enlightened elemen-
tary, secondary and post-secondary system of edu-
cation, and supported by research centers devoted
to furthering the ability of industry to design and
manufacture new and innovative products at low
cost and high quality.

RECOMMENDATION 6.14: That the General
Assembly create a Task Force on Technology and
Human Development to identify and recommend
the means for developing a technology and
workforce base which will attract state-of-the-art
manufacturing and services industries.

The mission of the Task Force would be to de-
velop the Commonwealth’s strategy for compet-
ing in the national and world economies in the
twenty-first century. Specific objectives of the Task
Force would include:

O Defining the meaning of economic devel-
opment to reflect Kentucky’s strategy for the fu-
ture,

O Devising elementary and secondary school
curriculums that would give students the neces-
sary background to qualify for high tech jobs and
would meet the entrance requirements for post-
secondary schools, :

0O Ensuring that vocational school curricu-
lums relate to modern industry needs, and

O Identifying centers for research in technol-
ogy applicable to the manufacturing and service
industries targeted in the state’s economic devel-
opment plan.
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CHAPTER VI

EMPOWERING POOR CHILDREN AND ADULTS:
KENTUCKY’S EDUCATION, VOCATIONAL AND LITERACY
PROGRAMS TARGETING THE ECONOMICALLY AND
EDUCATIONALLY IMPOVERISHED

unemployment are related conditions.

According to a report from the Depart-
ment for Adult Education and Literacy, in the
Workforce Development Cabinet:

Poverty, lack of education or training, and

poverty continues to be a challenge for
Kentucky. Of those adults who have not
completed high school, 42 percent are
at or below 100 percent of the poverty
level; 33 percent are at or below 125
percent of the poverty level. Many of
those living in poverty are also unem-
ployed or underemployed.’

There are numerous educational, vocational,
and literacy programs targeted in some way to poor
youth and adults in Kentucky. The vast majority
and most significant of the programs which ad-
dress pre-elementary, elementary, secondary and
postsecondary vocational students are federal ini-
tiatives, dependent almost entirely upon Congres-
sional funding. Adult programs are a mixed bag,
some relying upon federal moneys, others upon
state appropriations.

The programs dealing with pre-school and stu-
dent age youth, other than those who are college
bound, and educationally deprived adults, are
dealt with in this chapter. Chapter VIII discusses
the programs which address higher education en-
rollees, or those aspiring to a college or university
education.

Education Programs for the
Economically Disadvantaged

Head Start
Originally created by the Office of Economic
Opportunity in 1965, Head Start is a federally-
funded preschool program for children from low-
income families. Currently, it is run by the Ad-
ministration for Children, Youth, and Families

(ACYF) in the Department of Health and Human
Services. The ACYF gives grants to local non-profit
organizations which operate this program on the
community level. Head Start’s purpose is to curb
the intergenerational transmission of poverty by
providing poor children with a comprehensive pro-
gram to meet their emotional, social, health, nu-
tritional, and psychological needs. Among other
things, these children participate in various edu-
cational activities, receive free medical and dental
care, and are served healthy meals and snacks.
Sixty-six percent of families participating in
Head Start on the national level have incomes of
less than $9,000 per year, and 83 percent have
yearly incomes of less than $12,000.° Kentucky’s
Head Start budget for FY 95 was approximately
$54.3 million.* These funds enabled local agen-
cies to serve 14,071 children.’ According to
Ketucky’s Head Start Program Coordinator, this
program may not be able to serve as many chil-
dren in the near future if Congress approves pro-
posals to reduce Head Start funding for FY 96.°

The Improving America’s Schools Act

Originally established in 1965 as part of Presi-
dent Lyndon Johnson’s War on Poverty, Congress
reauthorized the Elementary and Secondary Edu-
cation Act of 1965 as the Improving America’s
Schools Act of 1994. Under Title I - Helping Dis-
advantaged Children Meet High Standards (for-
merly known as Chapter I), the federal government
allocates funds to assist low-income schools in
meeting the needs of educationally deprived stu-
dents at the preschool, elementary, and second-
ary levels. The purpose of Title I is to help eligible
children and youth achieve success according to
the same standards used for assessing all students.
A variety of programs are utilized, including: (1)
supplementary instruction in basic and advanced
skills; (2) preschool programs; (3) summer school
programs; and (4) professional development for
teachers. Other, more specialized programs tar-
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get adjudicated/incarcerated youth and young
adults (to age 21) housed in detention centers and
prisons. Additionally, the Improving America’s
Schools Act allows for coordination between these
and other programs, such as Head Start, special
education, and bilingual education programs,
which address the needs of educationally deprived
children.

States may issue two types of grants under Part
A of Title 1.7 A local educational agency or LEA is
eligible for a basic grant if there at least 10 stu-
dents whose families live in poverty and who cur-
rently reside in the school district, or the number
of poor students is greater than 2 percent of the
district’s total population aged 5 to 17 years.?

According to the Division of Program Resources
in the Kentucky Department Education, all 176
school districts in Kentucky are eligible for basic
grants.’ Concentration grants are given to LEAs if
at least 6500 poor students reside in their respec-
tive districts, or 15 percent or more of the total
population of students aged 15-17 live in poor fami-
lies.’ The Kentucky Department of Education
monitors school districts receiving Title I grants,
in order to ensure compliance with federal spend-
ing guidelines.

After a school district is determined to be eli-
gible for Title I funds, the individual schools in
the district are ranked according to their level of
poverty as determined by the free and reduced-
price meals they serve. An income level of $19,695
for a family of four establishes eligibility for free
meals and an income level of $28,028 establishes
eligibility for reduced-price meals. Based on these
criteria, there were 1059 schools that received Title
I money (979 public and 80 non-public) in 1994
95. A total number of 115,136 children were served
by this program in the same’year (112,023 public,
1,721 non-public, and 1,392 in neglected/delin-
quent programs).

An important aspect of Title I is the concern
for the psychological well-being of poor children.
Traditionally, these students are stigmatized be-
cause of their clothing and general appearance.
School counselors and consultants assist these stu-
dents in a discreet manner so as not to bring at-
tention to them, according to the Director of the
Division of Program Resources in the Kentucky
Department of Education. He also testified that
poor students more readily “blend in” to the main-
stream after receiving clothing and medical assis-
tance from these counselors.

Most Kentucky school districts have applied for
and received Title I funds in recent years.!! In 1993-
94, Title I programs were available in 175 of 176
districts.'? In terms of overall funding, schools re-
ceiving basic and/or concentration grants were
given $104,991,466 in 1993-94. This amount in-
creased to $115,497,320 in the 1994-95 school year.
The Director of the Division of Program Resources
also testified that counties with high poverty rates
are applying for and utilizing Title I funds.

Federal funds are also made available to states
through Title II of the Improving America’s
Schools Act of 1994. Also known as the Eisenhower
Professional Development Program, Title II grants
money for use in professional development activi-
ties for teachers and other educators. States must
allocate approximately 84 percent of Title Il money
to local school districts” for development activi-
ties in English, Civics and Government, Foreign
Languages, Arts, Geography, History, Economics,
and especially Mathematics and Science.'* The re-
maining 16 percent is given to state agencies re-
sponsible for higher education.”

The Eisenhower Program suggests that states tar-
get historically underrepresented groups in oper-
ating this program. It recommends that each state

... take into account the need for greater
access to, and participation in, such dis-
ciplines by students from historically
underrepresented groups, including fe-
males, minorities, individuals with lim-
ited English proficiency, the economi-
cally disadvantaged, and individuals with
disabilities ...."*

According to recent figures, all 176 school dis-
tricts in Kentucky received some form of an
Eisenhower grant in 1993-94, and most grants
ranged from $100 to $25,000.!7 Overall, local
grants totaled approximately $2.7 million in 1994-
95." These grants benefited 1131 elementary
schools (945 public and 186 private/non-profit)
and 270 secondary schools during the same pe-
riod (233 public and 37 private/non-profit)."

Another section of the Improving America’s
Schools Act of 1994 relevant to the Commission’s
concerns is Title VI - Innovative Education Pro-
gram Strategies. Title VI is targeted to economi-
cally disadvantaged students and students living
in sparsely populated areas. Under this legislation,
Congress allocates moneys to state education agen-
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cies with the requirement that the state pass this
money through to local schools. The funding
helps these schools in developing new programs,
purchasing equipment, training teachers, and
other activities designed to enhance the educa-
tional opportunities for economically disadvan-
taged students in preschool through high school.

In 1993-94, Title VI funding enabled public and
private schools to serve 46,641 students in pre-
school through high school.* The majority of stu-
dents were in public elementary (20,715) and pub-
lic secondary (25,009) schools.?! A total of 179
LEAs participated in this program — 109 of which
received funding because of the greater propor-
tion of poor students in their districts.?? Overall,
Kentucky received approximately $5.3 million in
Title VI funds in FY 95, according to the Division
of Program Resources in the Kentucky Department
of Education.?

The Stewart McKinney
Homeless Assistance Act

There are an estimated 45,000 homeless people
in Kentucky and almost 6,000 are children and
teenagers.”* Approximately 3,500 of the estimated
6,000 homeless young people live “doubled-up”
with friends and relatives.® The remainder live in
urban and rural areas in public or private shelters,
runaway shelters, spouse abuse or domestic vio-
lence shelters, subsidized hotels or motels, and sub-
standard, dilapidated housing units.?

Homeless students are most at-risk of failing in
school..?” The Stewart McKinney Homeless Assis-
tance Act of 1994 is part of an effort to improve
the education given to homeless students by at-
tempting “... to ensure that all homeless children
and youth have equal access to the same free, ap-
propriate public education, including public pre-
school education, provided to other children and
youth.” Under Title VII Subtitle B - The Educa-
tion for Homeless Children and Youth Program,
states receive funds with which to give grants to
LEAs. In 1994-95, grants to LEAs ranged in size
from $10,000 to $60,000.2°

The number of students served by the McKinney
Act has increased steadily over the last three years.
LEAs that received funding served 2,650 and 3,000
students, respectively, in 1993-94 and 1994-95.%0
According to projections for the current school
year 1995-96, 4,000 homeless students will be
served.® Students in both urban and rural areas
benefit from the McKinney Act. In 1994-95, LEAs

in Jefferson, Fayette, and Kenton Counties received
grants, along with LEAs in Christian, Fulton,
Greenup, Letcher, McCreary, Daviess, Rowan and
Warren Counties. Kentucky’s share of federal
funding under the McKinney Act has increased
over the last few years (from $364,465 in 1993-94
to $512,739 in 1995-96) .32

RECOMMENDATION 7.1: That the current

service levels of Kentucky’s Head Start Program
be maintained for every eligible child.
. The Commission considers the Head Start Pro-
gram to be one of the most valuable programs uti-
lized by the Commonwealth to address the needs
of the state’s economically disadvantaged students.
The Commission believes valid the proposition
that students beginning their formal education de-
prived of experiences or exposure to information
equal to that of their peers may never achieve their
full learning potential. The Head Start Program
attempts to compensate for these deficiencies.

In recognition of the threatened reduction of
federal funding for the Head Start Program, the
Commission recommends the maintenance of
current service levels, either through increased
state or local funding, or increased administrative
efficiency, or through a combination of those
means.

Vocation Programs for the
Economically Disadvantaged

The Carl Perkins Vocational and Applied
Technology Education Act

This legislation, reauthorized in 1990, has pro-
vided secondary, postsecondary, and adult voca-
tional programs in Kentucky with federal assistance
since 1991. The focus is on program improvement
and “special populations,” including the poor, the
disabled, foster children, and those with limited
English proficiency.?®* Under Tide 11, the Perkins
Actallocates money in the form of basic state grants
to support secondary, postsecondary, and adult vo-
cational programs.** The High-Schools-That-Work
program (discussed below) also receives funding
under the Act. Title I1I earmarks funding for “spe-
cial programs,” such as Consumer and Homemak-
ing Education, Career Guidance and Counseling,
and others, including Tech Prep Education (dis-
cussed below).* Assistance with dependent care,
transportation, and tuition are also provided by
this legislation.
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Table 7.1
Summary of Selected Federally-Funded Education Programs
Targeted to the Economically Disadvantaged

Program

Head Start

Improving America's Schools Act

Title | - Helping Disadvantaged Children
Meet High Standards

Title Il - Eisenhower Professional
Development Program

Title VI - Innovative Education Program
Strategies

Stewart McKinney Homeless
Assistance Act

Purpose

To curb the intergenerational
transmission of poverty by providing
health, nutrition, and education programs
for 3- and 4-year-old children of iow-
income families

To ensure a fair and equal opportunity for
individuals to obtain a high-quality
education

To assist preschool, elementary and

secondary schools with populations of
low-income students in meeting the
academic, social, and psychological

" needs of these students

To enhance the training of elementary
and secondary school teachers in various
subjects, especially mathematics and
science, and thereby improve the quality
of instruction targeted to historically
underrepresented groups, particularly the
poor

To enhance the educational opportunities
of preschool, elementary, and secondary
students in poverty, and of those living in
sparsely populated areas, by granting
money to local school districts for: the
creation of new programs targeted to
poor students, equipment purchases,

and professional development activities

To ensure that all homeless students in
preschool through high school have
equal access to a public education

Source: Division of Program Resources, Kentucky Department of Education (1995)
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During 1994-95, approximately 260,000 course
hours were offered to students in secondary voca-
tional and high schools through vocational-tech-
nical programs supported by Perkins funding. An
additional 29,000 students participated in
postsecondary vocational education programs
funded by the Perkins Act in 1994-95. Continuing
Education programs served 78,000 students dur-
ing the same year. Kentucky’s share of 1995-96
Perkins funding is approximately $19.1 million,
according to the Director of the Division of Fed-
eral Programs and Support Services in the
Workforce Development Cabinet.?

Each program under Titles II and III of the
Perkins Act serves some segment of the popula-
tion in poverty. The preparatory services program
for single parents, homemakers, displaced home-
makers, and single pregnant women had the high-
est percentage of poor participants, with 70 per-
cent meeting federal poverty guidelines in FFY
1994.

According to the Workforce Development Cabi-
net, the Perkins Act will expire in June 1996 and,
as of this writing, there was no movement in Con-
gress to reauthorize this legislation as a categori-
cal program.*’

Job Training Partnership Act (JTPA)®

Congress amended this legislation in 1992 in
order to improve the services delivered to economi-
cally disadvantaged individuals. Tite II of JTPA
covers three major programs: the Adult Training
Program, the Summer Youth Employment and
Training Program, and the Youth Training Pro-
gram. The goal of the Adult Training Programis to
prepare adults for participation in the labor force
by increasing their occupational and educational
skills, resulting in improved long-term employabil-
ity, increased employment and earnings, and re-
duced welfare dependency. Individuals are eligible
for this program if they are 22 years old or older
and economically disadvantaged. This program
contains a provision targeting services to “hard-to-
serve individuals” who fall into one or more of the
following categories: basic skills deficient, school
dropouts, recipients of cash welfare payments,
criminal offenders, disabled, or homeless. In 1994-
95, the Adult Training Program had a budget of
approximately $16.6 million and served nearly
6,000 Kentuckians, according to the Program Ad-
visor and the Executive Director of the Office of

Training and Reemployment in the Workforce De-
velopment Cabinet.*

The Summer Youth Employment and Training Pro-
gram provides funding for qualifying state and lo-
cal programs. The program’s goals are: (1) to
enhance the basic educational skills of youth; (2)
to encourage school completion or enrollment in
supplementary or alternative school programs; (3)
to provide youths with exposure to the world of
work; and (4) to enhance citizenship skills. Young
people are eligible for this program if they are be-
tween the ages of 14 and 21 (inclusive) and are
economically disadvantaged. According to the
Workforce Development Cabinet, this program
had a budget of approximately $9 million in FY
95, and 9,095 youth across Kentucky were served
between October 1993 and October 1994.

The Youth Training Program is designed to: (1)
improve the long-term employability of young
people; (2) enhance their educational, occupa-
tional, and citizenship skills; (3) encourage school
completion or enrollment in alternative school
programs; (4) increase their employment and earn-
ings; (5) reduce welfare dependency; and (6) as-
sist them in addressing problems that impair their
ability to make successful transitions from school
to work, an apprenticeship, the military, or
postsecondary education and training. The Youth
Training Program focuses on four particular
groups, each having separate eligibility require-
ments.

The first group is made up of “in-school youth”
who may participate in this program if they are
between 16 and 21-years old (inclusive) and are
economically disadvantaged. “Hard-to-serve indi-
viduals who are in-school youth” are eligible for
the Youth Training Program if they fall into one
or more of the following categories: (1) are basic
skills deficient; (2) are currently in a grade level
that is one or more levels below the grade level
appropriate to their age; (3) are pregnant or
parenting; (4) are disabled (including learning
disabled); (5) are homeless or runaways; or (6) are
criminal offenders. The third group is comprised
of “out-of-school youth,” who are eligible if they
are between 16 and 2l-years old (inclusive) and
are economically disadvantaged. Lastly, “hard-to-
serve individuals who are out-of-school youth” are
eligible if they fall into one of the categories asso-
ciated with the second group and are obviously
out of school. According to the Workforce Devel-
opment Cabinet, close to 5,000 young people par-
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ticipated in the Youth Training Program in 1994-
95. The program had a budget of approximately
$10 million during the same year.*

The Executive Director of the Office of Train-
ing and Reemployment in the Workforce Devel-
opment Cabinet explained that JTPA is adminis-
tered through local service delivery areas, with the
Workforce Development Cabinet serving as a liai-
son to the Kentucky Department of Education. In
Kentucky, a governing council exists in each ser-
vice delivery area. Termed “private industry coun-
cils”, the majority of their membership is made up
of representatives of private industry, but public
officials also belong to the councils. According to
a representative of the Workforce Development
Cabinet, “... the local private industry councils
[are]in a unique position to evaluate what is
needed in the local area to serve the targeted indi-
viduals” living there.

The School-to-Work Program*'

School-to-Work is a statewide system designed
to establish a community partnership driven sys-
tem of education and skill development which
ensures that all individuals can successfully com-
pete in a global economy as lifelong learners and
workers. It will provide all students with informa-
tion or experience about careers which they may
wish to pursue, while raising academic standards
for all students. The system’s chief goal is to pre-
pare all students for a broad array of career op-
tions through high-level academics and applied
learning opportunities. In pursuit of this objective,
students in Kkindergarten through the
postsecondary level are exposed to three core com-
ponents of the School-to-Work “System”: school-
based learning, work-based learning, and connect-
ing activities. School-based learning includes career
awareness, career exploration, bounseling, and a
coherent multi-year sequence of instruction begin-
ning no later than the eleventh grade and ending
after at least one year of postsecondary education.

Created in 1990 under the Perkins Act (re-
viewed earlier), the Tech Prep Programis an example
of school-based learning. It allows students to
blend the last two years of high school with the
first two years of postsecondary education into a
coherent program of study, providing a common
core of proficiency in mathematics, science, com-
munications, and technology. Students complet-
ing Tech Prep receive an associate degree or cer-
tificate in a career field and may choose to con-

tinue their education by pursuing a bachelor’s
degree. The program had a budget of $1.96 mil-
lion for 1994-95 and served approximately 14,000
students in 1993-94.#

Work-based learning involves work experience,
structured training, and mentoring at job sites. It
provides students with a planned program of job
training and experiences relevant to a career, and
leads to the reward of a skill certificate, paid work
experience, workplace mentoring, and instruction
in general workplace competencies.

The final core component involves connecting ac-
tivities, activities linking work-based and school-
based learning. Examples include: teachers meet-
ing directly with participating businesses; staff de-
velopment for teachers; and assistance to students
completing the program in finding appropriate
employment.”

State officials have divided the state into 22 la-
bor markets, in order to successfully implement
the School-to-Work System. Each market area is
responsible for developing a partnership council
composed of representatives from business and in-
dustry, elementary schools, middle schools, high
schools, adult and postsecondary schools, commu-
nity-based organizations, and parents and students.
These councils must apply for “capacity-building
grants” from the state in order to facilitate the de-
velopment of preliminary stages of the School-to-
Work System. “Implementation grants” allow
councils to actually begin the initiative in their ar-
eas.

Kentucky was one of eight states chosen to par-
ticipate in School-to-Work and has been granted
$24 million in federal funds to implement the pro-
gram over a five-year period, according to the Sys-
tem Coordinator of the Kentucky School-to-Work
Program.*? An additional 19 states will begin imple-
menting this program in the 1995-96 school year.*
The Director of Secondary Vocational Education
in the Kentucky Department of Education testi-
fied that over half of all school systems in Kentucky
will be participating in the School-to-Work System
by 1996. Also, he stated that 22 partnership coun-
cils have formed, and 18 of them are receiving
implementation grants. In terms of labor-market-
area participation, four areas are in capacity build-
ing. The Executive Director of School-to-Work*
testified that Area 5 (Henderson, Union, and
Webster Counties), Area 17 (Bell, Clay, Knox, Lau-
rel, McCreary, and Whitley Counties), and Area
20 (Fleming, Lewis, and Mason Counties) are re-
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ceiving capacity-building grants and are not pre-
pared to fully implement the system. She main-
tained that Areas 17 and 20, in particular, badly
need to implement the School-to-Work System in
order to assist the high percentage of poor stu-
dents living there. According to the System Coor-
dinator, schools in these areas are in the process
of familiarizing teachers with School-to-Work and
will implement the system by October 1, 1996.4

High-Schools-That-Work

Created by the Southern Regional Education
Board, High-Schools-That-Work is a program de-
signed to strengthen the curricula of vocational
schools around the nation. Specifically, it blends
academic courses and modern vocational studies
in order to raise the achievement of career-bound
high school students. Another goal of High-
Schools-That-Work is to combine the basic con-
tent of traditional college preparatory English,
mathematics, and science courses with vocational
studies, thereby creating a curriculum that more
fully prepares career-bound students for the
workforce. Asstated earlier, this program is funded
by the Perkins Act and has a budget of $131,500
for 1995-96, according to the Branch Manager in
the Division of Secondary Education in the Ken-
tucky Department of Education.*” Approximately
15,000 students participated in this program in the
199495 school year.*® Officials anticipate serving
25,000 students in 1995-96.%°

School-to-Work, Tech Prep, and High-Schools-
That-Work are closely related, in that all three in-
tegrate academic and occupational learning, and
involve career exploration and the development
of career plans. The curriculum for each program
includes such workplace competencies as critical
thinking, problem-solving and teamwork. Al-
though these programs share substantial similari-
ties, there are a couple of major differences. First,
work-based learning is required in the School-to-
Work Program, while it is only recommended and
encouraged in the Tech Prep and High-Schools-
That-Work programs.

Second, the High-Schools-That-Work Program
only operates in 19 states, while School-to-Work
will be implemented in all 50 states within the next
several years. While some overlap exists between

these programs and Tech Prep, it is minimized due
to coordination among officials representing all
three. Also, any overlap is not likely to last very
long. The federal government will cease to fund
School-to-Work in five years. After this time, pro-
gram officials hope that it will be a common ele-
ment of the public elementary and secondary
school curricula and no longer require continued
funding.?*

RECOMMENDATION 7.2: That the General
Assembly enact legislation to mandate the adop-
tion of the School-to-Work System.

The Commission was disappointed to learn that
just more than half of Kentucky’s school districts
will have implemented the School-to-Work System
by 1996, and that several school districts with a high
percentage of economically disadvantaged stu-
dents are unprepared to participate in the System.
The Commission believes that the School-to-Work
System reaches a sizable group of students, both
poor and nonpoor, who otherwise would be effec-
tively ignored in more formal academic pursuits.

Adult Education and Literacy Programs
for the Economically Disadvantaged>'

Gateway Grants

Gateway Grants are competitive 2-year grants to
public housing authorities for adult education and
literacy programs. Each year $150,000 is set aside
for Gateway Grants under regulations set forth by
the National Literacy Act (1991); grantees agree
to educate participants 16 or older who are not
enrolled in a regular secondary school program
and who have not earned a high school or equiva-
lent diploma. Participants who have a high school
credential, but who score below 11.9 on the Test
of Adult Basic Education, may receive remedial aca-
demic instruction as well. Currently, housing au-
thorities in the following cities are receiving Gate-
way Grants: Frankfort, Georgetown, Lexington,
London, Owingsville, Russell, and Russellville.5?

Kentucky housing authorities received $166,426
from the Kentucky Department of Adult Educa-
tion and Literacy in FY 1995, but grantees spent
only $114,400 of this amount, according to the
Coordinator of the Kentucky Gateway Grants Pro-
gram.”® The seven housing authorities mentioned
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Table 7.2
Summary of Selected Federally-Funded Vocational Programs
Targeted to the Economically Disadvantaged

Program

Carl Perkins Vocational and Applied
Technology Act

Title Il - High Schools That Work

Title 11l - Tech Prep

Job Training Partnership Act

Title 1l (A) - Adult Training
Program

Title I (B) - Summer Youth Employment

and Training Program

Title | (C) - Youth Training Program

School-to-Work*

Purpose

To enhance the education of secondary,
postsecondary, and adult vocational
programs, with special emphasis on
those targeted to "special populations,”
including the poor

To prepare career-bound students for the
workforce by exposing them to a blended
curriculum of modern vocational studies

‘and academic courses

To prepare career-bound students by
creating a coherent program of study in
which the last two years of high school
are combined with the first two years of
postsecondary vocational education

To enhance the employment
opportunities of citizens, particularly the
unemployed, the poor, and youth

To prepare adults for participation in the
labor force by increasing their
occupational and educational skills

To enhance the basic educational skills
of youth, encourage school completion,
and provide exposure to the world of
work

To improve the educational and
occupational skills of youth and help
them make a smooth transition from
school to work :

To prepare students for a first job in a
high-skill, high-wage career, increase
their opportunities for further education,
and help them make a successful
transition to the workforce.

Source: School-to-Work Office and the Office of Training and Reemployment, Workforce Development Cabinet

(1995

* Although this program is not directly targeted to poor students, it has been included
for reasons previously stated.
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previously served 151 persons in FY 19953 Ac-
cording to the Program Coordinator, educational
providers in Lexington and Russellville have re-
cently voluntarily withdrawn from the program for
various reasons.”® Further, he stated that the Ken-
tucky Department of Adult Education and Literacy
has awarded $91,027 for FY 1996 and that the re-
maining providers anticipate serving 200 students
in the coming year.%

The Parent and Child Education Program

Technically speaking, the Parent and Child Edu-
cation Program (PACE) is not targeted to economi-
cally disadvantaged persons; it focuses upon those
who need reading and writing instruction and in-
cludes parents lacking a high school credential or
functioning below the eleventh grade level. It is
included here because of its potential to benefit
poor parents in Kentucky.

PACE is one of several family literacy programs
operated by the Kentucky Department for Adult
Education and Literacy within the Workforce De-
velopment Cabinet. It is supported by state funds
and is the only statutory family literacy program
within the department.’” This program provides
academic and life skills instruction for parents and
also offers preschool instruction for children who
have not yet entered a formal school. Eligibility
for PACE is determined by the parent’s education
level, not by income.® Each year, approximately
500 families participate in this program, which had
a budget of $1.7 million for 1994-95.%°

According to the Commissioner for the Depart-
ment of Adult Education and Literacy, it is crucial
that education and literacy programs provide in-
struction to parents and their children. People
often cite the lack of funds for at-risk student pro-
grams as a major explanation for the significant
number of students who drop out of high school.
The Commissioner stated that, in fact, the educa-
tional level of the parent is largely responsible for
this occurrence. Parents with few reading and
writing skills are more likely to place less emphasis
(or no emphasis) on education for their children.
Consequently, their children are more likely to quit
high school. According to the Commissioner, the
key to breaking the cycle of illiteracy and poverty
is to provide basic instruction for these parents.

During her testimony, the Commissioner also
described the link between antipoverty programs
and literacy programs. She testified that people
with lower literacy skills are more likely to live in

poverty and are less likely to have full-time jobs.
Most of these people are not aware that they lack
the skills needed to compete in today’s job mar-
ket. Adult education programs are primarily con-
cerned with an adult’s ability to be self-sufficient,
not simply with helping someone to obtain a Gen-
eral Educational Development Diploma.

The Commissioner highlighted a couple of
problems encountered in the area of adult literacy.
Kentucky’s literacy programs serve approximately
5 percent of the population in need of educational
assistance. This figure is based only on the num-
ber of adults without a high school diploma, and
not on the number of adults who have a high
school diploma but no basic skills. According to
the Commissioner, due to inadequate program
funding, Kentucky is not adequately serving the
people who need help the most. The department
has contracted with the University of Kentucky to
perform a statewide literacy survey to gain a better
estimate of the number in need of educational
assistance. Results from this survey will be avail-
able in January 1996.

The Commissioner also testified that the Depart-
ment of Adult Education and Literacy’s budget is
approximately $19 million — a little less than one-
fourth of which consists of federal (JTPA) and fed-
eral and state (JOBS) funds. She warned that the
agency’s budget will suffer a significant cut if the
federal government reduces JTPA or JOBS spend-
ing on adult basic education in the coming
months.

RECOMMENDATION 7.3: (a) That the Gen-
eral Assembly appropriate for the 1996-98 bien-
nium funds sufficient to serve at least 25 percent
of the most educationally disadvantaged adult
population (those who function at grade levels 0
to 8.9, or levels 1 and 2 on the Adult Literacy Sur-
vey) in the Commonwealth; and (b) That the De-
partment for Adult Education and Literacy be re-
quired to develop programs to insure the enroll-
ment of a minimum of 25 percent of their poten-
tial clientele for adult literacy programs during the
1996-98 biennium.

The Commission subscribes to the theory that
the educational level of the parent is a major fac-
tor in determining the level of educational attain-
ment of the children. Adult literacy programs,
then, will have a two-fold impact: An improved
quality of life for the adult and a higher level of
educational expectation and aspiration for the
child.
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Special Topics of Interest

Child Care

Few would dispute that child care is often a bar-
rier to participation in secondary, postsecondary,
adult education, and higher education programs
in Kentucky. According to the Division of Second-
ary Vocational Education in the Kentucky Depart-
ment of Education, there are 30 secondary schools
across the state that offer Teenage Parent Pro-
grams.® The programs provide care for the chil-
dren of students while the students attend high
school classes, some of which include courses on
parenting and life skills.®’ It is not known how
many postsecondary, adult education, and higher
education programs provide child care for students
with dependents. According to the Family Literacy
Branch Manager in the Department for Adult Edu-
cation and Literacy, child care is not a service pro-
vided by her department and, consequently, no
one tracks the number of child care services in
adult education programs.® She noted that some
programs may make arrangements for this service
without the department’s awareness.®®

RECOMMENDATION 7.4: (a) That the Gen-
eral Assembly require each county-wide school dis-
trict to provide on-campus child care service in at
least one secondary school within the district; (b)
that the county-wide school district be required to
accept parenting students residing in an indepen-
dent school district within the county; (c) that the
child care facilities and service be made available
to participants in adult basic education programs;
and (d) that the General Assembly provide fund-
ing for the operation of the child care facilities on
an average student daily attendance and adult par-
ticipation basis.

RECOMMENDATION 7.5: That the General
Assembly mandate a joint study by the Workforce
Development Cabinet and the Council on Higher
Education to determine the need for campus-situ-
ated child care for persons attending vocational
and higher education schools and for adults en-
rolled in adult education courses.

Mentoring
The School-to-Work Program (discussed earlier)
provides an opportunity for students to participate
in work-based learning. As part of this experience,
they participate in “workplace mentoring,” by work-

ing closely with individuals employed in occupa-
tions in which the students have an interest. Teach-
ers assist in job mentoring as well, by following stu-
dent progress in the workplace through discussion
with the students’ employers.

The Southern Regional Education Board offers
anecdotal evidence supporting the positive effect
of teacher mentoring on student performance. For
example, teachers and administrators at the
Jonesboro Area Vocational-Technical High School
in Arkansas monitor the performance of atrisk
students each year.®* Although students are ini-
tially unaware that someone is serving as their
mentor, they notice the attention being given to
them and become more interested in their stud-
ies.® During one year in which 50 at-risk students
were monitored, there were no dropouts.5¢

RECOMMENDATION 7.6: That school dis-
tricts be encouraged to develop academic
mentoring programs in all secondary schools for
at least those students considered to be at-risk, and
job mentoring programs for all students enrolled
in the School-to-Work Program.

The mentoring referred to in the above recom-
mendation would be performed by teachers, who
would monitor the academic or work-related per-
formance of a block of students. The assignment
of a student to a teacher for academic mentoring
purposes would be for the entirety of the student’s
secondary education.

Apparent Failure of Kentucky’s Educational
System to Produce Skilled Workers for
Clerical and Technical Occupations

The Commission discovered that many busi-
nesses in Kentucky are unable to find workers with
enough skills and education to function in certain
clerical and technical jobs. A typical example in-
volves the Scott Paper Company and its attempt to
hire workers for a new plant in Owensboro.

Recently, the company announced that it would
accept applications for 174 positions and, as a re-
sult, thousands applied.®” Officials administered
a standardized high school math and English test
to some 10,000 applicants, and 4,000 failed the
exam.® This and other examples led the Commis-
sion to conclude that at least some Kentucky high
schools are failing to educate students in basic
subjects, such as mathematics and English, and are
failing to prepare them for some entry-level cleri-
cal and technical positions.
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RECOMMENDATION 7.7: That the Kentucky
Department of Education develop a mandatory
basic/survival skills course for all high school stu-
dents, to be completed in their junior year. The
purpose of the course would be two-fold: to in-
sure that all students have the knowledge neces-
sary to complete a job application, balance a check-
book, count change and read a road map, and the
skills necessary to pass basic math and English tests
(similar to those given by prospective employers).

Character Education

Throughout its work, the Commission on Pov-
erty observed that a number of the problems asso-
ciated with poverty resulted from a lack of self-
worth and self-discipline among the youth of the
Commonwealth. It became apparent that any strat-
egy calculated to increase self-respect and respect
for others, honesty, and good citizenship would
pay substantial dividends.

The Commission became aware of the efforts
of the Kentucky State Board for Elementary and
Secondary Education to introduce character edu-
cation in Kentucky’s schools. A document entitled
Character and Value Education Teaching Strategies was
developed and distributed to local school districts
in 1989, and revised under the title Character Edu-
cation Teaching Strategies in 1994. The revision was
accomplished by a Character Education Task
Force, made up of a group of Kentucky educators
and interested citizens, meeting under the auspices
of the Kentucky Department of Education.

Character Education Teaching Strategies is not a
mandatory course, but is intended as an instruc-
tional tool for teachers to be used in conjunction
with their existing curriculum. The Commission
considers instruction in human values to be of the
utmost importance, and encourages the use of
Character Education Teaching Strategiesin Kentucky’s
elementary and secondary schools.

RECOMMENDATION 7.8: That the General
Assembly encourage the integration of character
education in Kentucky’s elementary and second-
ary schools’ curricula and support the use of Char-
acter Education Teaching Strategies for this purpose,
and that the General Assembly require the Depart-
ment of Education to conduct an annual survey to
determine the extent to which character education
is taught in Kentucky’s schools and report the re-
sults to the Legislative Research Commission.

Nutrition

As noted in Chapter 5, Congress recently con-
sidered the possibility of funding different pro-
grams in the form of block grants. In fact, the
Senate passed a welfare bill on September 19th
that would fund welfare, child care, foster care,
school nutrition and child nutrition programs in
this manner.® The Commission considers the
subsidized meal programs to be of such impor-
tance to the general well-being of students, and to
have such a significant impact upon their disposi-
tion to learn, that it recommends that the program
be given first priority in the allocation of applicable
block grant funds.

RECOMMENDATION 7.9: That the General
Assembly continue full funding of the free and
reduced-price school breakfast and lunch programs
and the summer lunch program.
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CHAPTER VI

ACCESS TO
POSTSECONDARY -
EDUCATION: THE ROLE OF
KENTUCKY’S HIGHER
EDUCATION ASSISTANCE
PROGRAMS AND OTHER
FACTORS

preponderance of evidence supports the
Aconclusion that student financial aid is
an effective means of promoting equal
opportunity. According to the Executive Director
of the Kentucky Higher Education Assistance Au-
thority (KHEAA), virtually all studies on the influ-
ence of state aid on college applicants’ attendance
decisions conclude that aid increases the probabil-
ity that applicants will attend. Additionally, re-
search on college applicants reveals that grants are
more effective in promoting access for low-income
students. Student aid has also been shown to be
effective in promoting persistence in pursuing a
higher education. This chapter examines the role
of Kentucky’s education assistance programs and
other factors in promoting interest and attendance
in postsecondary education.

Student Financial Aid Programs

Students wanting to go to college have an array
of financial assistance programs from which to
choose. The Commission focused on two sources
of aid that are available to students in low-income
families: College Access Program Grants and Ken-
tucky Tuition Grants.

College Access Program (CAP) Grants

This program helps financially needy under-
graduate students to attend two- and four-year
public and private colleges, proprietary schools,
and publicly operated vocational-technical schools.
Grants are given to students enrolled for at least
six semester hours or half-time. Students apply-
ing for CAP Grants must demonstrate that their
families are able to make only a limited contribu-
tion towards financing their education ($1500 or

less). Kentucky appropriated approximately $17
million to the College Access Program for FY 96,
while the federal government donated $800,000.
The Executive Director testified that Congress will
cease giving money to this program beginning next
year.

According to KHEAA, most CAP recipients are
in families with incomes of less than $10,000, and
more than 75 percent have family incomes of less
than $20,000. The number of eligible CAP grant
applicants through September 7, 1995, totaled
42,707. Available funds of $20 million will enable
KHEAA to award 57 percent of eligible applicants
an average CAP grant of $823. Slightly more than
43 percent of eligible applicants will not receive a
CAP grant, due to lack of funds. To award all eli-
gible applicants would require an additional $20
million. Note should be taken that these figures
reflect only those students who file an application
for student aid, and do not take into account stu-
dents who may have been eligible but did not com-
plete the form.

Kentucky Tuition Grants (KTG)

This program offers financial assistance to quali-
fied students who wish to attend one of the state’s
independent, non-profit colleges. Kentucky Tu-
ition Grants enable students to afford the higher
cost of tuition at these institutions. State dollars
are the only source of funding for this program.
In 1994-95 there were 7,600 recipients and all
grants totaled $8.3 million.

RECOMMENDATION 8.1: That the General
Assembly provide additional funding for the Col-
lege Access Grant Program.

The ultimate goal would be to provide financial
assistance to all eligible applicants. As an inter-
mediate goal for the 1996-98 biennium, the Com-
mission suggests funding sufficient to meet the fi-
nancial needs of 75 percent of the expected appli-
cants.

Trio Programs

These federally-supported programs are avail-
able in universities, community colleges and adult
education centers across Kentucky.! They are tar-
geted to disabled students and students whose
parents did not attend college. Their purpose is
to entice the students to seek higher education,
and they provide financial and technical assistance
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in pursuit of this end. There are four types of Trio
Programs: Talent Search, Upward Bound, Student
Support Services, and Education Opportunity Cen-
ters.

Talent Search

This program seeks out youths and adults with
potential for postsecondary education. It assists
them as they work toward graduating from high
school and encourages them to enroll in
postsecondary programs. Talent Search also tries
to persuade high school dropouts to return to
school to earn a diploma, obtain a GED, and en-
ter a postsecondary program. Those who partici-
pate receive help in completing the application
process for financial aid and admission to college
or vocational school. Counseling about academic,
financial, and personal matters is also available.

Upward Bound

This program offers high quality academic in-
struction, tutoring, and counseling for low-income
high school students. Many of these students come
from families in which the parents have not at-
tended college. In addition to learning about the
college application process and how to apply for
student financial aid, many Upward Bound stu-
dents also participate in a five- or six-week sum-
mer program on a college campus. Students be-
come involved in an intensive study program, em-
phasizing English, mathematics, science, reading,
and writing, and are given examinations designed
to pinpoint their strengths and weaknesses in these
areas. Subsequently, they receive instruction tai-
lored to these strengths and weaknesses. As with
the Talent Search Program, students may receive
counseling for their financial, social, and emo-
tional needs.

Student Support Services

These services are available to low-income, first-
generation college students, and the physically dis-
abled. Eligible students receive instruction and
tutoring in reading, writing, study skills, mathemat-
ics, and other subjects. In addition, they are given
academic, financial, and personal counseling (if
needed), and receive help in obtaining student fi-
nancial aid. Further, students may receive infor-
mation about other educational opportunities,
such as graduate and professional programs, and
may obtain assistance in securing admission and
financial aid for these programs.

Educational Opportunity Centers

These centers provide adults in low-income com-
munities with information about high school,
GED, postsecondary education programs, finan-
cial aid and career opportunities. EOQC counse-
lors also help with the preparation of college ad-
missions and financial aid applications. Profes-
sional career counselors help interested adults se-
lect and apply to schools suited to their career in-
terests, and help them to identify grants and loans
for educational expenses.

The President of Morehead University testified
that while higher education institutions in Ken-
tucky operate the Trio Programs, the federal gov-
ernment provides the money. “If the federal gov-
ernment no longer provides funding for these

_types of programs or if block grants are instituted,

the state ... will have to provide funding for these
programs or they will just disappear.”

Outreach Activities and Publications

. The Council on Higher Education and KHEAA
both conduct programs intended to promote
awareness of higher education among high school
students in general and African-American students
in particular. This section briefly reviews the
Governor’s Minority Student College Preparation
Program, operated by the Council, and three pro-
grams administered by KHEAA.

Governor’s Minority Student College
Preparation Programs

Begun in 1986 with funding from the General
Assembly, the program is designed to make young
African-American students aware of the benefits
and values of college and to prepare them to be
successful in college-level work. The program is
aimed primarily at middle school students, and
while it was designed to assist minority students,
any student who wants to be helped may partici-
pate. In 1994-95, approximately 1,700 students
were served through summer and weekend pro-
gramming at seven universities and two commu-
nity colleges.

Hope, Opportunity, and Pragress through
Education (HOPE)

This program is targeted to African Americans
and other historically underrepresented groups.
Essentially, African-American college students are
employed during the summer and are responsible
for delivering the message of HOPE to African-
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American students in kindergarten through 12th
grade and their families. The summer employees
share their own experiences, distribute KHEAA ma-
terials, emphasize the importance of higher edu-
cation, and explain how financial aid can be ob-
tained. Since HOPE began in 1993, over 13,800
people have been reached through direct contact,
mailings, workshops, and other activities.

Success Through Educational
Planning (STEP)

STEP is an early awareness program for Ken-
tucky students in grades 8 through 12 and their
parents. Each academic year, KHEAA sends post-
cards enclosed in letters to the parents of those
students who are not participating in STEP, offer-
ing them the opportunity to request free financial
aid information and planning materials for higher
education. Upon return of the postcard, KHEAA
sends the student a Success Through Education Plan-
ning publication (based on grade level) every year
until he or she graduates from high school. Al-
most 70,000 packets and over 57,000 brochures
were distributed in FY 95. More than 536,000 pack-
ets and brochures have been distributed since the
program’s inception in 1989.

While the amount of information distributed
through the STEP Program is impressive, more
could be accomplished with the help of all of the
state’s school districts. In order for KHEAA to mail
the information, school districts have to provide
the names and addresses of their students to
KHEAA. Unfortunately, not all school districts par-
ticipate in the program. Since the names and ad-
dresses received by KHEAA are considered to be
confidential and are not shared with any other
entity — public or private — and since the cost of
transmitting the names and addresses, which are
compiled for other purposes, is minimal, there
does not seem to be any significant impediment
to a school district’s cooperation.

RECOMMENDATION 8.2: That the General
Assembly enact legislation requiring Kentucky
school districts to provide to the KHEAA the names
and addresses of all students enrolled in the dis-
trict in grades 8 through 12.

Opportunities for Disadvantaged Students

This program promotes higher education op-
portunities in areas of the state having low college-
attendance rates and among students having one

or more of the following family characteristics: low
family income, a teenage mother at birth, or par-
ents who did not graduate from high school. Ken-
tucky ranks high in the number of families that
fall in all three categories, and studies show a cor-
relation between these family characteristics and
school dropout rates.? KHEAA provides financial
aid and postsecondary planning information to
this population and others having circumstances
that may deter them from staying in school and
pursuing a higher education.

Publications

In addition to Success Through Educational Plan-
ning, mentioned previously, the KHEAA publishes
a variety of brochures and booklets designed to
inform students about college and financial aid.
Perhaps the most important of these publications
is Getting In: Your Guide to Higher Education, which
contains valuable information about admission to
college, tuition costs, financial aid, and academic
programs in Kentucky. Nearly 78,000 copies were
distributed in FY 95 to high school seniors, high
school juniors, local libraries, and various human
service agencies.

Futures: Your Guide to Life after High School, pub-
lished by the Council on Higher Education, is a
comprehensive reference on early career explora-
tion, postsecondary options, and financial aid.
Aimed at middle school and high school students,
the publication is designed to assist students in
planning for successful high school,
postsecondary, military or work experiences. Fu-
tures is available from middle school and high
school guidance counselors, school and public li-
braries, and programs serving students, such as the
Youth Resources Centers.

Despite these outreach activities, it remains dif-
ficult for the Kentucky Higher Education Assis-
tance Authority to fully inform some families about
the option of higher education and the ways in
which families can pay for it. According to the Ex-
ecutive Director, “one of the most difficult prob-
lems is to get information to families who need it,
in a format which they can understand, and in time
to have an impact on the education decision that
is made by the family.”

RECOMMENDATION 8.3: That the Kentucky
Higher Education Assistance Authority, in conjunc-
tion with the Kentucky Workforce Development
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Cabinet, develop an outreach program, using a
“peer-to-peer” approach, to provide information
about postsecondary edu-
cational opportunities to
hard-to-reach individuals.

The Commission be-
lieves that many low-in-
come students do not avail
themselves of the opportu-
nity to become informed
about assistance in access-
ing postsecondary educa-
tion. Traditional means of
disseminating the informa-
tion (e.g., through school
counselors) do not seem to
be reaching an acceptable
percentage of the target
population. A peer-to-peer
approach, utilizing people
from the local community
or neighborhood, who often donate their services,
has been highly successful in other areas where
credibility and approachability were key to the dis-
semination of information.

RECOMMENDATION 8.4: That the General
Assembly enact legislation requiring local Circuit
Court Clerks to distribute information developed
by KHEAA about postsecondary education oppor-
tunities and student financial aid to youth when
they apply for their driver’s learning permit.

Special Topics of Interest

The Skills-Mismatch Phenomenon

One popular criticism of postsecondary educa-
tion and vocational programs in Kentucky con-
cerns the “skills-mismatch phenomenon.” Accord-
ing to proponents of this view, these programs
prepare citizens for jobs that bear little logical re-
lation to the skills which these persons have devel-
oped or prepare them for jobs that simply do not
exist. The Commission noted a distinct sense of
frustration evidenced by a number of public assis-
tance recipients in regard to the appropriateness
of vocational training available in their communi-
ties.

The Commission sought, but was unable to find,
statistical evidence that supported the skills-mis-
match phenomenon but eventually concluded that
it does have some validity, and might, in part, ex-
plain the failure of high school graduates to view a

Kentucky ranks high in the
number of families that fall
in all three categories (low
income, teens giving birth,
and parents who did not
graduate from high school),
and studies show a correla-
tion between these family
characteristics and school
dropout rates.

vocational education as an acceptable alternative
to higher education. Consequently, members con-
cluded that educa-
tion officials in
charge of determin-
ing course offerings
or postsecondary vo-
cational education
training programs
need to do a better
job of taking into ac-
count the needs of
Kentucky’s business
and industry (on the
community level)
when developing
their course offer-
ings.

RECOMMENDA-
TION 8.5: That the
Workforce Development Cabinet insure that the
course offerings available through vocational-tech-
nical schools match the employment needs within
the service area. '

The Negative Perception
of Vocational Education

The Commission became aware of the manner
in which some people view students in vocational
education, and vocational-technical education in
particular. Officials from the Department of Edu-
cation and Workforce Development Cabinet testi-
fied that they have tried to integrate academic and
vocational education, in an effort to counteract
the negative perception of the latter. After exam-
ining this matter, the Commission determined that
another method for combating this negative per-
ception lies in altering the “non-degree” status of
programs administered by the Workforce Devel-
opment Cabinet. Kentucky law stipulates that the
Department for Technical Education (within
Workforce Development) operate “non-degree”
programs in Kentucky’s technical school system.?

Since students who participate in these pro-
grams do not receive technical degrees for their
efforts, society may not afford them the same re-
spect as students with academic degrees. Allow-
ing the Department for Technical Education to
grant technical degrees similar to those offered by
community colleges may possibly remove the
stigma attached to vocational education. Chang-
ing the status of “diplomas” in selected vocational-
technical programs to “degrees,” the Commission
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believes, might make society more likely to respect
this type of education. Furthermore, the Commis-
sion feels, such a change may possibly enhance the
ability of vocational-technical students to compete
in the job market.

Based on their own experiences, Commission
members noted that the hiring patterns of busi-
ness and industry in Kentucky are consistent with
the negative social view of vocational education.
In other words, potential employers seem to be
more willing to hire someone with an academic
degree for an entry-level position, than someone
with a “certificate-of-completion” or “diploma”
from a vocational-technical school. If vocational-
technical programs were elevated to the status of
“degree” programs, this problem might be elimi-
nated.

RECOMMENDATION 8.6: That the General
Assembly amend current law (KRS 151B.025) to
allow the Workforce Development Cabinet to grant
“technical degrees” upon successful completion
of selected vocational-technical programs.

Articulation Among Community Colleges

and Vocational-Technical Schools

One of the most basic barriers to higher educa-
tion in Kentucky, the Commission found, is the
lack of recognition and crediting work done at the
vocational school level toward attainment of an
associate or bachelor’s degree from a community
college or four-year institution of higher educa-
tion. The Commission failed to identify any sys-
tematic program for automatically crediting voca-
tional school work, or, as an alternative, providing
the vocational school student the opportunity to
test for proficiency in appropriate subject areas.

The General Assembly passed legislation in 1992
creating the Interagency Commission on Educa-
tion and Job Training Coordination, which con-
sists of senior policymakers from various state agen-
cies concerned with education.* Still in existence,
this commission is responsible for developing pro-
grams that ensure “... maximum flexibility for stu-
dents transferring from one school or college to
another.”

The Interagency Commission has properly iden-
tified its mission as the development of a process
of “articulation” or “... (the) process for coordi-
nating the linking of two or more educational sys-
tems to help students make a smooth transition
from secondary to postsecondary education and
among postsecondary schools without experienc-
ing delays, duplication of courses or loss of credit.”®

Unfortunately, and in spite of a task force cre-
ated for this purpose, the Interagency Commission
has not implemented any articulation agreement
on a statewide basis.” A nagging, but less serious
problem which, presumably, the Interagency Com-
mission would be expected to solve is the transfer
of credits between community colleges and four-
year institutions and among colleges or universi-
ties. The Commission on Poverty was told that the
community colleges and universities around the
state, perhaps out of frustration, have taken up this
task, and are developing a statewide transfer policy
that will ease the transition.

RECOMMENDATION 8.7: That the General
Assembly require the Interagency Council on Edu-
cation and Job Training Coordination, or the Coun-
cil on Higher Education, to provide for a transfer
of credits between vocational-technical schools and
community colleges or four-year institutions of
higher education. Or, as an alternative, to pro-
vide proficiency testing in appropriate subject ar-
eas for vocational-technical school students who
seek admission to community colleges or four-year
institutions.

RECOMMENDATION 8.8: That the General
Assembly require that the Interagency Council on
Education and Job Training Coordination, or the
Council on Higher Education, complete the de-
velopment of a process for the transfer of credits
between and among community colleges and uni-
versities.

ENDNOTES

' The Commission on Poverty was unable to determine
the amount of federal dollars given to Kentucky in
support of Trio Programs for FY 95.

¢ Student Financial Aid Information, Kentucky Higher
Education Assistance Authority (Frankfort, KY: Kentucky
Higher Education Assistance Authority, July 1995), p.
14.

3 See KRS 151B.025

* Interagency Commission on Education and Job Training
Coordination, “Education Articulation Position State-
ment,” (Frankfort, KY: Interagency Commission on
Education and Job Training Coordination, June 1995), p-
1.

5 Ibid.

5 Ibid.

7 Ibid, p. 4.
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CHAPTER [X

EMPOWERING LOCAL COM-
MUNITIES: A GUIDELINE
FOR SUCCESS IN THE WAR
AGAINST POVERTY

ride of authorship, team decision making,
site-based decision making, grass roots

leadership and community-wide collabo-
rative problem-solving are theories and techniques
practiced for some time in private enterprise which
are' now being applied to the governmental sec-
tor. The goal of much recent government effort
is to “empower” communities to render social ser-
vices determined and selected by the community.

Many government services, to some extent, have
always been the province of local determination,
€.g., elementary and secondary education, police
and fire protection, water and sewer facilities, gar-
bage collection, and city streets and county roads,
to name a few. And at one time, services to the
poor and potentially impoverished juveniles were
entirely a local function.

But with the advent of federally funded social
welfare programs, policy making on a national level
became a central government event, and adminis-
tration was entrusted to states, which served as op-
erating outposts for Washington, D.C. In recent
years, amid a growing frustration over the limited
success of programs intended to raise all citizens
to a level of economic selfsufficiency, the basic
assumptions and operating features of the various
programs have been subjected to intense scrutiny
atlocal, state, and national levels. Early childhood
education and health enhancement programs,
Jjuvenile intervention programs, adult education
and training programs and income maintenance
programs were included in the review. An out-
growth of the examination was a realization that,
while well intended, many of the programs’ fea-
tures failed to address specific local needs, and the
programs suffered from the suspicions attendant
to change agents which are initiated, designed, and
controlled by institutions outside the community.

Kentucky Initiatives

In response to this realization, Kentucky and
several other states have recently initiated pro-
grams which focus social service decision making

at the local level. In Kentucky, Governor Brereton
C. Jones established the Kentucky Commission on
Families and Children, in the summer of 1994, to
provide consistent statewide planning, coordina-
tion and local decision making on behalf of fami-
lies and children.

The Commission recently solicited input from
local human resource agencies, public and private;
school districts, community action agencies,
United Way groups and governmental entities, on
strategies for local decision making and service
delivery. The suggestions will be used as the foun-
dation for models for Kentucky’s communities in
serving children and families.

Several of Kentucky’s communities have orga-
nized to identify local needs, streamline services,
and build community-wide support for the effort.
In Louisville, a community-based system of service
delivery has been developed under the auspices
of the Jefferson County government. Termed the
“Neighborhood Place,” the program emphasizes
accessibility to the community, full integration of
service delivery, and responsiveness to client needs.

Neighborhood Places are located in areas of
high client concentration, and feature single-point
access/intake for multiple services, made possible
by housing service providers under one roof, who
work as teams with clients toward specific client-
identified goals. The centers are supervised by com-
munity councils, made up of community members
and provider representatives, who are also respon-
sible for assessing community needs. Management
Boards, comprised of managers of sponsoring or-
ganizations and representatives of community
councils, do implementation planning and allo-
cate resources. A Community Services Leadership
Council, whose membership is composed of key
community leaders, is responsible for long-range
planning, prioritizing resources and approving the
budget.

In Owensboro/Daviess County, the Human
Development Council—a collaborative of private
and public sector providers, elected officials, ser-
vice users, and community representatives—is
working to build support for its vision for children
and families by making the service system more
efficient, effective, and responsive to the needs of
the entire family. Through the creation of a com-
munity report card, this Council has established
benchmarks against which future progress in
achieving desired outcomes for children and fami-
lies can be measured.
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In the Gateway Area Development District, ten
organizations (the Area Development District, Dis-
trict Health Department, Community Mental
Health, all three local hospitals, social services and
“entitlement” agencies, Morehead State University,
and the University of Kentucky’s College of Den-
tistry) have formally agreed to develop the “Gate-
way Region Interagency Delivery System,” known
as “GRIDS.” A broader network, to include other
service providers involved in transportation, hous-
ing, job training and adult education, five county
school systems, lay consumers and parents, is en-
visioned. The overall goal of GRIDS is to develop
an integrated and collaborative delivery system with
improved client access to services, improved qual-
ity in health and human services, and a decrease
in overall costs.

Initiatives by Other States

The states of Georgia, Maryland, Oregon, and
Washington have enacted legislation to empower
local communities to identify, plan for, and de-
liver various services to children and families at risk.
In Georgia, a Georgia Policy Council for Children
and Families will approve plans submitted by com-
munity partnerships for addressing the problems
of children, youth, and families in the county for
which the community partnership was created.
The partnership organizations, made up of pub-
lic and private citizens, will be authorized to con-
tract with public and private agencies to provide
programs and services to carry out the provisions
of the comprehensive plan.’

The Maryland Subcabinet for Children, Youth,
and Families Resource Fund will oversee the op-
erations of children’s councils established in each
Maryland county and in Baltimore. Some of the
more significant duties of the councils will be: (1)
the examination of public and private programs
for children, youth, and their families to identify
duplications, inefficiencies, and unmet needs; (2)
the review of federal, state, local, and private funds
utilized and available for services and programs
for children, youth, and their families; (3) the iden-
tification, documentation, and communication of
needs, resources and priorities to the local gov-
erning body; and (4) the dissemination of public
information on programs and services for children,
youth, and their families.?

The state of Washington created the Commu-
nity Public Health and Safety Networks, and
charged them with reducing the rate of problem

areas in their community, such as teen pregnancy,
substance abuse, violent criminal acts, teen suicide,
and dropping out of school. The community net-
works, with a majority of their membership drawn
from private community members, have the abil-
ity to make recommendations directly to the state
funding sources as to how money should be spent
in communities. While some new funds will be
dedicated to the community networks, the effort
is geared toward a critical examination of existing
systems, resources, and bureaucracy.’®

Oregon’s Commission on Children
and Families

The hallmark of state initiatives to empower lo-
cal communities is the Oregon Commission on
Children and Families Act.* Adopted in 1993, the
Act created a state Oregon Commission on Chil-
dren and Families and local Commissions on Chil-
dren and Families in each of the state’s thirty-six
counties. The local commissions’ charge is two-
fold: to plan comprehensively for the wellness of
all children in their county, and to engage state
government in a discussion of who should be re-
sponsible for services to children and families in
the county.

The Act was adopted in response to legislative
concerns about fragmented and inaccessible ser-
vices for children and families. It creates an op-
portunity for local commissions to review and de-
sign county-wide systems, serving children and
families, that meet identified principles in the Act.
The Oregon commissions were preceded by vol-
unteer citizen-driven local commissions, begun in
1979 with the Juvenile Services Commission and
expanded in 1989 with the Oregon Community
Children and Youth Services Commission.

These commissions worked to set local priori-
ties and to develop local strategies to address their
own unique needs. The state commission drew
upon the work of the Oregon Progress Board,
which developed Oregon Benchmarks, a state-wide
strategic planning process that identified three
broad goals for Oregon: increase jobs and incomes
by creating a diversified, productive economy; pro-
tect and enhance Oregon; and invest in the capa-
bilities of Oregonians. Specific benchmarks, 272
all together, are the measurable indicators of
progress toward Oregon’s goals. A significant num-
ber of benchmarks that relate to children and fam-
ily issues were adopted by the state commission.

The 14member state commission is made up
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of 12 appointees by the Governor, plus the State
Superintendent of Public Instruction and the Di-
rector of Human Resources. The responsibilities
of the state Commission include: (1) the adop-
tion of goals and priorities for service; (2) a deter-
mination of funding that should be transferred to
local commissions and a development of an equi-
table distribution formula; (3) a listing of children
support areas that local commissions must address;
(4) the review and approval or denial of local plans;
(5) a determination that local services are inte-
grated and evaluated according to outcome goals;
and (6) the providing of technical assistance to
local commissions to assist in the development of
plans and the transferring of resources from the
state to the local level.

The local commissions must have a minimum
of eight members, appointed by the county gov-
erning board, with a lay citizen majority, includ-
ing the chair. Local commissions’ responsibilities
include: (1) comprehensive planning focused on
outcomes adopted by the state commission, (2)
the assurance of citizen participation in compre-
hensive planning, and (3) the conduct of an open
contracting process for services rendered to chil-
dren and families.

In partnership with the state commission, each
of the local commissions goes through a compre-
hensive planning process to determine needs and
priorities and plan for community action programs
to serve children and youth in their communities.
In addition, all counties must develop methods
for monitoring and evaluating commission pro-
grams and activities. Local staff conduct periodic
program monitoring and collect information for
evaluation of long-term program activities.

In contrast with other states’ local empowerment
initiatives, including Kentucky’s, Oregon’s pro-
gram is distinguished by: (1) state-wide coverage,
(2) mandated creation of local commissions, (3)
local control of programs and funds previously
administered by the state, and (4) a foundation of
goals and benchmarks developed through a state
consensus effort. The process which led to the
development of Oregon’s Commissions on Fami-
lies and Children may be difficult to duplicate, but
its results can be copied.

RECOMMENDATION 9.1: That the Kentucky
General Assembly enact legislation to create a Ken-
tucky Commission on Children and Families and

mandate the establishment of local Commissions
on Children and Families.

The intent of the General Assembly in enacting
the legislation would be to establish and maintain
a “wellness model” for children and families in
Kentucky; build new local resources and state/lo-
cal partnerships, determining which services pre-
viously managed by the state can be transferred to
local commissions; and provide research, techni-
cal assistance, and training to help local commu-
nities build their capacity to plan and manage pro-
grams for children and families.

The legislation should:

(1) Establish the state commission as a legal
entity upon the effective date of legislation passed
by the 1996 Regular Session;

(2) Specify the membership of the state com-
mission;

(3) Specify the membership of local commis-
sions and their relationship with local governing
bodies, and specify a timetable for their establish-
ment;

(4) Charge the state commission with:

(a) The responsibility of establishing state-
wide goals and benchmarks relating to chil-
dren and families, and establishing a time-
table for their development;

(b) Establishing guidelines and timetables for
required local planning services to children
and families to provide local services that are
consistent with state-wide policies and guide-
lines;

(c) Recommending to the 1998 regular ses-
sion of the General Assembly the programs
relating to children and families which should
be assumed by the state commission and op-
erated by the local commissions, and

(d) Recommending the funding which
should be associated with the assumed pro-
grams;

(5) Require the state commission to provide
technical assistance to the local commissions in
the development of their applications, and pro-
vide sufficient funding to the commission for this
purpose; and

(6) Provide funds for a minimum staff for each
local commission.

The Commission on Poverty believes that the
state Commission on Children and Families should
play a significant role in the allocation of federal
block grants identified for services to children and
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families, and recommends that any legislation
specifying a process for the allocation of block
grants should include the state Commission on
Children and Families.

ENDNOTES
' General Assembly of Georgia, Senate Bill 256, 1995,

Regular Session.

2 Maryland General Assembly, House Bill 835, 1993,
Regular Session.

3 Washington State Legislature, House Bill 2319, 1994,
Special Session.

4 Oregon Legislative Assembly, House Bill 2004, 1993,
Regular Session.
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CHAPTER X

LESSONS FROM THE PAST
AND A VISION FOR THE
FUTURE

T'I Yhe information acquired by the Commis-
sion on Poverty during its relatively brief,
twelve-month life, has been summarized

in earlier chapters. The Commission has presented
the testimony of citizens, policymakers, and oth-
ers intimately involved with the issue of poverty
on many aspects of the problem as it exists in Ken-
tucky, including the number of poor, the geo-
graphic distribution of the poor, the problems ex-
perienced by different subgroups of poor, and the
efforts of government and non-profit/private or-
ganizations to combat poverty. The Commission
takes this opportunity to reflect on what it has
learned and to describe its vision for Kentucky’s
future.

Lessons Learned

One of the earliest, and most significant lessons
impressed upon the Commission was that the poor
do not want to be poor. Although this statement seemns
patently obvious, much of the current rhetoric
presumes that some people purposely plan to be
poor and scheme to remain poor in order to re-
ceive public assistance and avoid the rigors of be-
coming economically independent. The Commis-
sion heard much testimony indicating otherwise.
The comments of Anetha Lewis, a former public
assistance recipient, reflected a sentiment common
to all of the impoverished who spoke to the Com-
mission. “We are not here to abuse the system.
We’re here to get off it because it is abusing us.”

Another lesson of particular importance, given
its potential impact upon future policy, is that gov-
ernmental antipoverty programs have improved the lives
of many poor Americans over the years. Once again,
the prevailing rhetoric presumes that the War on
Poverty was a failure and that all current “welfare”
programs have failed as well. As Danziger,
Sandefur, and Weinberg (1994) explain, this analy-
sis is simplistic, because the person who created
these programs did not foresee the profound so-
cial and economic changes that have occurred
since the 1960s'. Hence, the only reasonable con-

clusions about the effectiveness of the War on
Poverty, and American social policy since that time,
is that some programs have worked and some have
not.?

Furthermore, the simple characterization of the
War on Poverty and all public assistance programs
as failures ignores the good resulting from these
programs. For example, our nation has been ex-
tremely successful in reducing poverty among the
elderly over the last 30 years. Specifically, poverty
rates for elderly Americans have declined since the
1960s. The national poverty rate for elderly citi-
zens was 35 percent in 1959.> In 1989 this rate
had dropped to 12 percent.* The expansion of
Social Security and Medicare benefits accounts for
most of this decline.?

Another example of governmental program ef-
fectiveness involves Kentucky’s success in assisting
the poor on their quest for self-sufficiency. The
General Assembly incorporated the ratable-reduc-
tion system into Kentucky’s AFDC program in
1988. As explained in Chapter 6, this program’s
expenditures have been “under-budget” since
1992, and the average cash grant given to AFDC
recipients under the ratable-reduction system has
declined since July 1989. According to a policy ana-
lyst with the Office of Kentucky Legal Services Pro-
grams, this means that more AFDC recipients are
working and making the transition to self-suffi-
ciency. The bottom line is that Kentucky’s AFDC pro-
gram is having a positive impact on the lives of many
poor citizens.

Finally, although it may seem like an elusive goal, the
elimination of poverty in Kentucky, especially as a chronic
condition for the individual, remains a possibility. Per-
haps poverty reduction is a more realistic goal at
the moment. Nevertheless, the Commission be-
lieves, despite all of the testimony and grim statis-
tics about the poor in Kentucky, that its state pos-
sesses the ability to completely remove the scourge
of poverty from its citizens. What is needed, how-
ever, is the will and the vision to accomplish the
goal. Although the Commission on Poverty alone
cannot forge a collective will among the citizens
of the Commonwealth, its reflections can serve as
a motivating force for a unified, concerted assault
on the problem.
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Our Vision for the Commonwealth

The “Human” Focus and a Commitment to
Progress

The Commission on Poverty observed a world
of work and industry that is changing day by day.
Signs of the Industrial Society, Information Age,
and Knowledge Society® are ever present. The pres-
sure to excel in academic pursuits, which are reg-
uisite to capturing and keeping a job in this high-
tech age, are enormous.

A problem encountered by the Commission is
that many people are psychologically unable to
move forward. They are unprepared to accept the
new world or to compete in it. Consequently, they
ignore reality, vainly trying to recapture the past
and all its known quantities and shortcomings, or
attempt to forge an alternative “reality” of how
things should be.

The Commission recognizes that Kentucky has
an obligation to bring everyone along on the road
to progress. But at the same time, it urges the
state’s policymakers to remain mindful of the in-
dividual. The state’s efforts must be directed to-
ward leading-edge, information-age thinking, while
exercising care not to exacerbate the adverse im-
pact of the present era among those who lack the
wherewithal to become a “knowledge worker.” The
Commonwealth’s policies must have a human fo-
cus, and our state and community leaders must
make a commitment to progress in improving the
lives of all citizens.

Wealth Must Be Reconceptualized

Capital, capital formation, and economic devel-
opment are buzzwords. Emerging realities have
forced states and nations to forge a new consen-
sus about the meaning of these terms for the 21st
Century. Chapter 6 quotes economic analyst Mark
Memmot’s suggestion that definitions of “wealth”
and “capital” should be broadened to include hu-
man capital and social capital” These, along with
natural capital (such as land, minerals, and other
natural resources), financial capital, and produced
assets (traditional “goods and services”) create what
is termed “wealth.” According to Memmot, “Old
ways of thinking about economies may lead to
disaster. Resources need to be protected. People

need to be invested in. And wealth isn’t measured
by production alone.”

With this new conceptualization of wealth and
capital in mind, Memmot suggests that America
rethink its priorities:

A nation that ignores or fails to ad-
equately protect and invest in any of
those areas risks ruining the long-term
health of its economy in favor of short-
term gains. It won't achieve sustainable
"growth ... [We must be committed to)
‘giving future generations as many op-
portunities as, if not more than, we have
had ourselves.’

Essentially, he advocates enhancing human capi-
tal through investments in education, training,
nutrition, and health care. If such investment oc-
curs, citizens “... can expect to earn good incomes
most of their lives.” With more responsibilities now
settling on the shoulders of the state (as part of
the block-grant phenomenon), the Commission
on Poverty believes that redefining wealth and capi-
tal, and enhancing human capital through invest-
ments in education, training, nutrition, and health
care is worthy advice for Kentucky.

The Importance of Community-Building

The spirit of volunteerism is alive and well in
America. In the Commission’s view, Americans
tend to doubt that government can solve problems
on the national and state levels, although most
believe that they can still solve their own problems
on the community level (however they choose to
define “community”). The Commission thinks it
is reasonable to assume that many citizens (who
comprise what Peter Drucker calls the “social sec-
tor”) desire to become involved in community
development. According to Drucker:

one thing is already clear. The knowl-
edge society has to be a society of three
sectors: a public sector of government, a
private sector of business, and a social

sector. And | submit that it is becoming
increasingly clear that through the social
sector a modern developed society can
again create responsible and achieving

citizenship, and can again give individu-
als — especially knowledge workers —
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a sphere in which they can make a dif-
ference in society and re-create commu-
nity .... The social sector will increasingly
be crucial to the performance, if not to
the cohesion, of the knowledge society.?

It is for this reason that the Commission on
Poverty believes that a modified model of Oregon'’s
community empowerment/ collaboration legisla-

tion is needed to strengthen Kentucky communi-

ties’ self-organized initiatives within a broad frame-
work of agreed outcomes, standards, and flexible
approaches to problem-solving, in ways appropri-
ate to each community. In order to create the
broadest possible community ownership and syn-
ergy, each of these citizen- and consumer-driven
collaboratives can serve as the local partner with
the respective state agencies to help devise and
oversee local efforts, coordinate and contract with
local service providers and serve as conduits for
public funding.

A number of models for this approach (all dif:
ferent, but all effective) already exist in Kentucky.
Three of these (the Gateway area; Louisville-
Jefferson County; and Owensboro-Daviess County)
were highlighted in the previous chapter. These
initiatives represent the kind of self-defined, self-
organizing efforts that 1) overcome the problems
of complexity, 2) engage the social and private
sectors and create synergy, and 3) predict what the
Commission, the General Assembly and the people
of Kentucky want: successful outcomes and brighter
Sutures for all our citizens.

While community collaboratives may seem at
first to be somewhat loosely constructed, they, in
fact, would carry the same safeguards on public
resources presently found in more controlled, re-
strictive, and bureaucratic approaches. At the same
time, these collaboratives would be much more
dynamic and would invite everyone and €every or-
ganization to “the community table” to bring what
they can to help set and achieve community goals.
This effort would result in the dynamic of owner-
ship. This kind of ownership does not accrue when
one party, political or otherwise, stands supreme
while all others function as “junior partners” — if
indeed the concept of partnership could even be
conceived in that way. People and organizations
today respond to and flourish in an environment
of empowerment, relationships, teamwork, and
shared goals.

Various interests are working to create the next
“paradigm” for the delivery of human services. In
light of block grants and increased state discretion
over virtually every human service program’s rules
and design, there will indeed be a new day in ad-
dressing human needs in the Commonwealth. The
Commission on Poverty suggests that who or what
entities control or “deliver” human services is not
nearly as important as how the system is conceived,
implemented, and directed. All of us are aware of
the saying, “For every complex problem there is a
simple solution which is logical, neat, plausible —
and wrong!” Does this Commonwealth want “so-
lutions” that are neat, controlled, and like previ-
ous politically soothing approaches, ineffective?
Or, does it want results? The Commission believes
the public outcry is for effectiveness, broad citizen
and institutional participation, and positive results
for our people.

Concluding Thoughts

Poverty is a multi-faceted problem, requiring a
multi-dimensional solution. Education, jobs, pub-
lic assistance, self worth, state goals and commu-
nity involvement are some of the factors involved
in the issue.

The Commission on Poverty has concluded that
poverty can be overcome only by raising the level
of awareness of the problem, and by making the
impact upon the poor an item on the checklist
applied to each and every state and local program
or action.

A modern day war against poverty must include
assaults on as many fronts as can be identified.
There is no single solution to poverty, and even
for the individual, a number of factors must fall
into place to preclude economic deprivation.

Young people who are socially deprived must
be given the opportunity to enter school at the
same level of development as their more fortunate
peers. Elementary school students must be in-
stilled with a work ethic and an assumption and
expectation of study or training beyond the sec-
ondary level. Middle school students must be af-
forded the opportunity to contract to qualify for
admittance to a postsecondary program through
adoption of a predetermined course of study. Sec-
ondary students must be exposed to the varied fi-
nancial assistance available for postsecondary edu-
cation, so that finances may never inadvertently
be a barrier to further education. And students at
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all appropriate ages must be taught the repercus-
sions of behavior which could thwart their devel-
opment into self-reliant citizens.

Kentucky’s economic development efforts must
be redirected to give substantial weight to the re-
cruitment and financing of local entrepreneurs
and the establishment of indigenous businesses,
which, in many cases, is the only development fea-
sible for rural, high poverty areas. Economic de-
velopment policy should also address the plight
of those individuals who are unemployed or un-
deremployed, by encouraging their employment
by firms receiving state and local tax subsidies.
Employers in general must be educated in the
advantages of providing employee benefits, par-
ticularly benefits which will remove barriers to
employment for low-income individuals.

The state’s transitional income-maintenance
programs must be adjusted to encourage and per-
mit movement to self-reliance by removing disin-
centives to gaining or keeping a job. Public assis-
tance recipients must be required to do their part
by acquiring life skills and technical knowledge
which will not only open doors to employment but
also establish a standard of living which will en-
courage their children to strive “to be the best they
can be.”

Communities must take an active role in identi-
fying and providing services to families and chil-
dren which are appropriate to the immediate lo-
cale. And the state must do its part to empower
communities with the framework and funds to ful-
fill their responsibilities.

State programs involving transportation facili-
ties, tax policy, health policy, and a host of other
issues, however remote their impact upon reduc-
ing poverty may appear, must be viewed with that
goal in mind. To paraphrase an earlier statement,
poverty will only be overcome by heightening the
awareness of the problem, and formulating solu-
tions at every opportunity.

RECOMMENDATION 10.1: That the General
Assembly reconstitute the Commlssmn on Poverty
for the 1996-97 interim.

The overwhelming complexity and durability of
the poverty phenomenon demand the constant
vigilance of citizens and policymakers. Unfortu-
nately, there is a tendency for this problem to drift
from the public agenda, only to return many years
in the future. The Commission believes that Ken-

tucky should avoid this imminent lapse of atten-
tion by continuing to grapple with poverty and
its effects. Reconstituting the Commission on Pov-
erty for the 1996-97 interim period would ensure
that this formidable foe continues to receive the
attention it requires — at least in the immediate
future. The new Commission would be respon-
sible for promoting public awareness and motivat-
ing citizens and policymakers to begin a dialogue
about poverty. Most importantly, it would also
study the problem in greater detail and examine
several areas left unexplored by the previous com-
mission.
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APPENDIX

Activities of the Commission
on Poverty |

November 2, 1994 - First Meeting

The House Speaker and Senate President ad-
dressed the Commission on Poverty, emphasizing
the need for practical recommendations to ame-
liorate poverty in the state. Members were also
given an overview of the incidence of poverty in
Kentucky.

Speaker: Eck Rose - President of
the Senate

Joe Clarke - Speaker of the House

Dr. Thomas Ilvento - Department
of Sociology, University of Ken-
tucky

DmmMLLJ&QLSemMMg
Guest speakers described the methods by which

erty. They also explained the results of a demo-
graphic analysis of the poor in Kentucky.

Speakers: Dr. Virginia Wilson -
Chief Economist, Legislative
Research Commission

Ronald Crouch - Kentucky Data
Center

January 4, 1995 - Third Meeting

Members heard presentations concerning myths
and misconceptions about poverty in Kentucky and
homelessness in Louisville.

Speakers: Dr. Virginia Wilson -
Chief Economist, Legislative
Research Commission

TESPpov-

Ronald Crouch - Kentucky Data
Center

February 1, 1995 - Fourth Meeting

Guest presenters offered their explanations of
the causes of poverty in Kentucky and Commis-
sion members discussed these explanations. The
presenters also described programs designed to
“break the cycle” of poverty.

Speakers: Brenda Barbieri,
Project Leader in the Resource
Mother Program - Lexington/
Fayette Urban County Health
Department

David Richart, Executive Director
- Kentucky Youth Advocates

Debra Miller, Deputy Director -
Kentucky Youth Advocates

Jean Rosenberg, Program Direc-
tor - Homemaker and Single
Parent Career Development

___ Program - Prestonsburg Commu-

nity College

Katherine Schneider, Director of
the Department of Human Ser-
vices - Jefferson County

Jane Stephenson, Founder and
Director of the New Opportunity
School for Women - Berea Col-
lege

MatchiJB&Lﬂﬂh,Maeﬂng

Guest presenters discussed some successful and
unsuccessful programs designed to empower com-
munities and reduce poverty.

Speakers: Reverend Ralph
Beiting, Chairman - Christian



98

Familles First: Kentucky’s Poverty Commission

Appalachian Project

Keith Sanders, Executive Director
- Hager Foundation

Richard Seckel, Policy Analyst -
Office of Kentucky Legal Services
Programs

Selena Murdoch, AFDC recipient

The Commission held a teleconference with of-
ficials from the Oregon Commission on Children
and Families to discuss the provisions of Oregon’s
legislation which established the state commission
and mandated local commissions in each of
Oregon’s counties. Presenters discussed anti-pov-
erty programs utilizing a peer-to-peer approach to
“reach” their clientele.

Speakers: Diane Walton, Director
- Oregon Commission on Children
and Families

Micky Lansing, Regional Coordi-
nator and Administrator of the
Poverty-Reduction Benchmark -
Oregon Commission on Children
and Families

Janet Carlson, Budget Director -
Oregon Commission on Children
and Families

Lawrence Hager, Founder - Hager
Foundation

Keith Sanders, Executive Director
- Hager Foundation

Katherine Schneider, Director -
Jefferson County Department for
Human Services

Rose Nett, Administrative Assis-

tant - Jefferson County Depart-
ment for Human Services

Wayne Mountz, Chairman -
Kentucky Commission on Fami-
lies and Children

Dr. Karen Main, Deputy Director
- University of Kentucky Center
for Rural Health (Hazard)

Marion Colette, Director -
Whitley County Communities for
Children

June 7, 1995 - Seventh Meeting

Officials from the Economic Development Cabi-
net reviewed several major development programs.
A guest speaker from the Kentucky Highlands In-
vestment Corporation described his organization’s
development efforts targeted to southeastern Ken-
tucky.

Speakers: Lawrence Brown,
Commissioner - Department of
Financial Incentives

Steven Jones, Director - Division
of Rural Development in the
Department of Financial Incen-
tives

Sara Bell, Principal Assistant -
Kentucky Enterprise Zone Pro-
gram in the Department of Finan-
cial Incentives

Kenneth Carroll, Executive
Director - Bluegrass State Skills
Corporation

Jerry Rickett, President and Chief
Executive Officer - Kentucky
Highlands Investment Corpora-
tion
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June 29, 1995 - Eighth Meeting
(Public Hearing)

The Commission toured economically-de-
pressed areas in Whitesburg, and heard testimony
from impoverished residents and others who pro-
vide assistance to the poor.

Speakers: ‘
Current or Former Service Recipi-

ents
Barbara Hollen, Patricia Stallard
Nina Hess, Doris Adams, Kevin
Burchett - Michael Newton, Freda
Campbell

Service Providers
Linda Wright, Jeanette Ladd

Citizens-at-Large
Willy Lamb, Barbara Colter

July 5, 1995 - Ninth Meeting

Officials from the Department of Education and
Workforce Development Cabinet discussed gen-
eral elementary, secondary, and adult education/
literacy programs, and vocational school programs
designed to alleviate poverty.

Speakers: Dr. Johnnie Grissom,
Associate Commissioner for the
Office of Special Instructional
Services - Department of Educa-
tion

Joseph Clark, Director - Division
of Program Resources in the
Department of Education

Rodney Kelly, Director - Division
of Secondary Vocational Educa-
tion in the Department of Educa-
tion

Dr. Ruth Bunch, Executive Direc-

tor - Office of School-to-Work in
the Workforce Development
Cabinet

Tara Parker, Commissioner -
Department of Technical Educa-
tion in the Workforce Develop-
ment Cabinet

Teresa Suter, Commissioner -
Department for Adult Education
and Literacy in the Workforce
Development Cabinet

William Gaunce, Executive
Director - Office of Training and
Re-employment in the Workforce
Development Cabinet

John Hicks, Executive Director -
Office for Policy, Budget, and
Personnel in the Workforce
Development Cabinet

July 31, 1995 - Tenth Meeting
(Public Hearing)

The Commission heard testimony from impov-
erished residents of Louisville and from those re-
sponsible for operating antipoverty programs in

Speakers:

Current or Former Service Recipi-
ents

Anika Lewis, Shawn Fridenstine,
Ples Wilson, Wyndle Duncan,
Valerie Leslie, Sharon Rutledge,
Debbie Luttrell, Alicia Dailey,
Almeda Murrell, Kenny Boyd,
Elizabeth Vega-Fowler, Patricia
Stuart, June Crowder, Maria
Saunders, Linda Fischer, Nickol
Irvin
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Service Providers September 1, 1995 - Thirteenth Meeting
Ken Evans, Lillie Grinter, M. J.
Kinman, Linda Leeser, Charlotte Officials from the Cabinet for Human Resources

described their agency’s programs designed to al-

Hazas, Ben Schecter, Joyce s
leviate poverty.

Wagner, Nana Yaa Asantewa

Speakers: John Clayton, Com-
missioner - Department for Social
Insurance

Citizens-at-Large
Anna Shed, Doris Horsenrader
Susanne Steinbach, Frank Jones,

Donna Hill, Deny Grinstadt, Tyler Peggy Wallace, Commissioner -

Fairleigh Department for Social Services
Augustf4k1995_-jleyenﬁLMeetmg Steven Veno, Director - Division
Guest speakers discussed post- of Child Protective Services in the
secondary programs targeted to Department for Social Insurance
low-income students. :
Larry McCarthy, Director -
Speakers: Dr. Gary S. Cox, Division of Program Development
Executive Director - Council on and Budget in the Department for
Higher Education Medicaid Services

Dr. Ronald Eaglin, President -
Morehead State University

Mr. Paul Borden, Executive
Director - Kentucky Higher
Education Assistance Authority

August 31, 1995 - Twelfth Meeting
(Public Hearing)

The Commission heard testimony from impov-
_ erished residents of Covington and from those re-
sponsible for operating antipoverty programs in

that area.
s ers:
Current or Former Service Recipi-
ents

Joy Hayes, Bill Parks, Paul Spratt,
Charles Davis, Randall Gross

Barry Grossheim, Faye Massey,
Karen Kahle, Ann Perrin, Bob
Sellers, Debbie Roller, Laurie
Linnemann
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LIST OF FINDINGS

Chapter 3

FINDING: The county poverfy rate tends to highlight areas with large proportons of poor people
among small populations.

FINDING: If the number of poor in each county is considered, then it is clear that the greatest
numbers of poor Kentuckians are found in the urban counties, particularly Jefferson, Fayette, Boone,
Kenton, and Campbell Counties.

FINDING: As defined by the Bureau of the Census, the federal poverty line is a useful, but limited,
definition of poverty.

FINDING: Like the problem of poverty itself, federal poverty data are complex and sometimes
difficult to interpret.

FINDING: The characteristics of the poor vary among regions of the state.

FINDING: Research indicates that poverty is strongly associated with characteristics that individuals
cannot change, such as race, gender, and age.

FINDING: State programs other than poverty programs can also be categorized as antipoverty pro-
grams.

FINDING: While the addition of jobs in a community may act to reduce the community’s poverty
rate, it is not necessarily true that the addition of Jobs will likewise reduce the number of poor individu-

als in that community.

FINDING: Nearly 70 percent of adults living with poor children live in families with one or two
children and 90 percent live in families with three or fewer children.

FINDING: Over half (51%) of poor children live in married-couple families.
FINDING: Nearly 60 percent of poor children are urban.

FINDING: Only one fourth of the adults living with children in poverty reported receiving any
income from public assistance, according to the 1990 Census.

FINDING: Poor adults without children are no more likely to be women than men. In contrast, 61
percent of the poor adults with children are women.

FINDING: Only 33,000, or 6 percent, of adults who work more than 75 percent of full-time annual
hours live in families with incomes below the poverty level.

FINDING: A summary of demographic characteristics is instructive in showing who is poor, but is
not sufficient to explain why certain individuals are poor.
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LIST OF RECOMMENDATIONS

Chapter 4

RECOMMENDATION 4.1: That.the General Assembly enact legislation requiring the forfeiture of
professional licenses by delinquent payers of child support. -

RECOMMENDATION 4.2: That the General Assembly enact legislation to create and fund an auto-

mated central registry to track new hiring and match employment records with child support obliga-
tions.

RECOMMENDATION 4.3: That the General Assembly direct the Administrative Office of the Courts
to annually publish data fully disclosing the disposition of child support cases in each of the state’s
district and circuit courts, with copies to the Governor, Legislative Research Commission and Ken-
tucky Commission on Women.

RECOMMENDATION 4.4: That the General Assembly enact legislation to create a tax credit or a
grant for employers who provide child care services for dependents of their employees.

RECOMMENDATION 4.5: That the General Assembly direct the Office of Employee Benefits (Chap-
ter VI, Recommendation 10) to develop a campaign to “market” the child care expense reimburse-
ment program and the advantages of employer-assisted child care.

RECOMMENDATION 4.6: That the General Assembly direct the Office of Employee Benefits (Chap-
ter VI, Recommendation 10) to develop a campaign to “market” the advantages of employer-subsi-
dized health care.

RECOMMENDATION 4.7: That the Cabinet for Human Resources insure that all persons receiving
any form of public assistance are advised of their eligibility to participate in the Adult Basic Education
component of the JOBS Program, and that the cabinet institute a program to notify all persons under

court or administrative order to pay child support of the eligibility requirements and services available
under ABE/JOBS and JTPA.

RECOMMENDATION 4.8: That the Cabinet for Human Resources require all parents, other than
the severely physically and mentally handicapped, who receive some form of public assistance other
than AFDC, to undergo instruction in parenting and life skills available under the Adult Basic Educa-
" tion component of the JOBS Program.

RECOMMENDATION 4.9: That the General Assembly develop and fund a program to provide
grants to public transportation companies, including regional rural systems operated by nonprofit
organizations, such as Community Action Agencies, or to local units of government, including area
development districts, to survey the transportation needs of their citizen clients to places of work or
education, and to develop routes and schedules to meet those needs.

RECOMMENDATION 4.10: That the General Assembly direct the Office of Employee Benefits
(Chapter VI, Recommendation 10) to develop a campaign to “market” the advantages of employer-
assisted transportation.

RECOMMENDATION 4.11: That the General Assembly adjust the state’s low-income tax credit
schedule to ease the burden on Kentucky’s most vulnerable families. Specifically, a full tax credit
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should be granted to families with incomes of $7,500 or less, a 50-percent credit to families with in-
comes less than $15,000, a 25-percent credit to families with incomes less than $20,000, a 15-percent
credit to families with incomes less than $25,000, and a 5-percent credit to families with incomes less
than $30,000.

Chapter 5

RECOMMENDATION 5.1: That the Cabinet for Human Resources strengthen its efforts to im-
prove communication between caseworkers and clients, leading to full disclosure of the program op-
tions available to individuals or families eligible for public assistance.

RECOMMENDATION 5.2: That the Secretary of the Cabinet for Human Resources promulgate an
administrative regulation amending Section 7 of 904 KAR 2:016 to: (1) apply a forty percent ratable
reduction to the deficit between the family’s countable income and the standard of need for the
appropriate family size [as provided for in KRS 205.200(2) ]; and (2) specify that the AFDC assistance
payment shall be sixty percent of the deficit or the payment maximum, whichever is the lesser amount.

RECOMMENDATION 5.3: That the Secretary of the Cabinet for Human Resources request a waiver
of Title IV-A of the Social Security Act to apply, concurrently, for twelve consecutive months the “first
thirty dollars” and “one-third of the remainder of earned income” deductions allowable against earned
income in computing AFDC benefits.

RECOMMENDATION 5.4: That Kentucky’s AFDC cash-benefit levels be raised.

RECOMMENDATION 5.5: That Kentucky seek a federal waiver to raise the permitted resource
limit for self-employed AFDC recipients to help meet the capital requirements of a new business.

RECOMMENDATION 5.6: That Kentucky seek a federal waiver to raise the automobile value limit
excluded from the AFDC asset limit.

RECOMMENDATION 5.7: That AFDC regulations be amended to require non-teenage mothers
with children under the age of 3 to receive the life-skills training portion of the JOBS Program, with
emphasis on teaching participants how to raise children.

RECOMMENDATION 5.8: That the Cabinet for Human Resources develop a schedule of transpor-
tation allowances for JOBS participants based upon the individual need of the participant. “Need”
would be a function of the distance that the participant is required to travel to participate in basic job
training programs or to travel to vocational education or higher education facilities.

RECOMMENDATION 5.9: That the Cabinet for Human Resources and the Workforce Develop-
ment Cabinet develop and implement an effective outreach program to market the WDC'’s services to
the impoverished, particularly those who receive some sort of public assistance other than AFDC.

RECOMMENDATION 5.10: That the Cabinet for Human Resources evaluate the substance abuse
treatment options available to JOBS participants and evaluate the success rate of long-term substance
abuse treatment programs offered by private, nonprofit agencies, versus the rate of success of the more
traditional short-term treatment programs provided by hospitals.

RECOMMENDATION 5.11: That Kentucky apply for a federal waiver to extend Transitional Child
Care benefits from 12 to 24 months.
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RECOMMENDATION 5.12: That the Commonwealth maintain its current level of support for pov-
erty-related categorical programs, including AFDC and Medicaid, in the event that the state is allowed
funding discretion through a block grant.

RECOMMENDATION 5.13: That the responsibility for the development of state policy concerning
the allocation and administration of block grants be placed in the Office of the Governor.

Chapter 6

RECOMMENDATION 6.1: That the Kentucky Industrial Development Act (KIDA) and the Ken-
tucky Jobs Development Act (KJDA) be amended to provide an incentive for the qualified business to
hire a full-time equivalent of 25 percent of its employees from a targeted workforce. The targeted
workforce would be made up of Kentucky residents who were unemployed, or who had received public
assistance for at least 90 days prior to being employed by the business.

RECOMMENDATION 6.2: That the Kentucky Industrial Revitalization Act (KIRA) be amended to
provide an incentive for the qualified business to hire a full-time equivalent of 25 percent of new or
additional employees from a targeted workforce, as described in Recommendation 6.1.

RECOMMENDATION 6.3: That the Kentucky Rural Economic Development Act (KREDA) be
amended to require the qualified business to hire a full-time equivalent of 25 percent of new or addi-
tional employees from a targeted workforce, as described in Recommendation 6.1, as a requisite for
participation in the program.

RECOMMENDATION 6.4: That the Kentucky Enterprise Zone Program law be amended to elimi-
nate residents of the enterprise zone from the definition of targeted workforce.

RECOMMENDATION 6.5: That the various statutes and administrative regulations governing the
award of loans and grants for economic development purposes, and the statutes and administrative
regulations authorizing the issuance of bonds to finance economic development loans and grants, be
amended to add to the project selection and lending criteria (1) the number of jobs to be filled from
the ranks of public assistance recipients or unemployed; (2) the level of wages to be paid; and (3) the
employee benefits to be provided. '

RECOMMENDATION 6.6: That the Kentucky General Assembly enact legislation to establish a

viable, state-wide venture capital fund, with entrepreneur identification and technical assistance simi-
lar to that provided by the Kentucky Highlands Investment Corporation.

RECOMMENDATION 6.7: That the General Assembly authorize and fund an Office of Public-
Private Partnerships to work with local, nonprofit organizations to identify local entrepreneurs, indig-
enous services and products, and to match venture capital with the prospective business venture.

RECOMMENDATION 6.8: That the General Assembly enact legislation to create a Linked Deposit
Program for loans to small businesses. Emphasis should be placed on loans to minority-owned busi-
nesses.

RECOMMENDATION 6.9: That the General Assembly amend KRS 42.4588 to permit the construc-
tion of facilities to provide water and sewer services to residential housing and existing commercial and
industrial facilities not contemplated within the current statute.

RECOMMENDATION 6.10: That the General Assembly authorize and fund an Office of Employee
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Benefits to work with current and prospective employers to provide dependent care, transportation,
and health care, and other employee benefits, to their employees.

RECOMMENDATION 6.11: That KRS 141.065 be amended to increase the tax credit awarded for
the employment of the unemployed from $100 to $300 per person hired by the taxpayer, and to
extend the credit to include the employment of public assistance recipients.

RECOMMENDATION 6.12: That the General Assembly develop a plan for participation in Life
Line, with mandatory participation by each telephone company operating within the state. The Com-
mission further recommends that the General Assembly consider the development of a Kentucky pro-
gram to assist the unemployed or AFDC recipients who otherwise would not qualify under either of the
two national programs.

RECOMMENDATION 6.18: That the General Assembly reaffirm its commitment to affirmative
action and explore ways to strengthen Kentucky’s Affirmative Action Plan for state government.

RECOMMENDATION 6.14: That the General Assembly create a Task Force on Technology and
Human Development to identify and recommend the means for developing a technology and workforce
base which will attract state-of-the-art manufacturing and services industries.

Chapter 7

RECOMMENDATION 7.1: That the current service levels of Kentucky’s Head Start Program be
maintained for every eligible child.

RECOMMENDATION 7.2: That the General Assembly enact legislation to mandate the adoption
of the School-to-Work System.

RECOMMENDATION 7.3: (a) That the General Assembly appropriate for the 1996-98 biennium
funds sufficient to serve at least 25 percent of the most educationally disadvantaged adult population
(those who function at grade levels 0 to 8.9, or levels 1 and 2 on the Adult Literacy Survey) in the
Commonwealth; and (b) That the Department for Adult Education and Literacy be required to de-
velop programs to insure the enrollment of a minimum of 25 percent of their potential clientele for
adult literacy programs during the 1996-98 biennium.

RECOMMENDATION 7.4: (a) That the General Assembly require each county-wide school district
to provide on-campus child care service in at least one secondary school within the district; (b) that the
county-wide school district be required to accept parenting students residing in an independent school
district within the county; (c) that the child care facilities and service be made available to participants
in adult basic education programs; and (d) that the General Assembly provide funding for the opera-
tion of the child care facilities on an average student daily attendance and adult participation basis.

RECOMMENDATION 7.5: That the General Assembly mandate a joint study by the Workforce
Development Cabinet and the Council on Higher Education to determine the need for campus-situ-
ated child care for persons attending vocational and higher education schools and for adults enrolled
in adult education courses.

RECOMMENDATION 7.6: That school districts be encouraged to develop academic mentoring
programs in all secondary schools for at least those students considered to be atrisk, and job mentoring
programs for all students enrolled in the School-to-Work Program.
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RECOMMENDATION 7.7: That the Kentucky Department of Education develop a mandatory ba-
sic/survival skills course for all high school students, to be completed in their junior year. The pur-
pose of the course would be two-fold: to insure that all students have the knowledge necessary to
complete a job application, balance a checkbook, count change, and read a road map, and the skills
necessary to pass basic math and English tests (similar to those given by prospective employers).

RECOMMENDATION 7.8: That the General Assembly encourage the integration of character edu-
cation in Kentucky’s elementary and secondary schools’ curricula and support the use of Character
Education Teaching Strategies for this purpose, and that the General Assembly require the Department of
FEducation to conduct an annual survey to determine the extent to which character education is taught
in Kentucky’s schools and report the results to the Legislative Research Commission.

RECOMMENDATION 7.9: That the General Assembly continue full funding of the free and re-
duced-price school breakfast and lunch programs and the summer lunch program.

Chapter 8

RECOMMENDATION 8.1: That the General Assembly provide additional funding for the College
Access Grant Program.

RECOMMENDATION 8.2: That the General Assembly enact legislation requiring Kentucky school
districts to provide to the KHEAA the names and addresses of all students enrolled in the district in
grades 8 through 12.

RECOMMENDATION 8.3: That the Kentucky Higher Education Assistance Authority, in conjunc-
tion with the Kentucky Workforce Development Cabinet, develop an outreach program, using a “peer-
to-peer” approach, to provide information about postsecondary educational opportunities to hard-to-
reach individuals.

RECOMMENDATION 8.4: That the General Assembly enact legislation requiring local Circuit Court
Clerks to distribute information developed by KHEAA about postsecondary education opportunities
and student financial aid to youth when they apply for their driver’s learning permit.

RECOMMENDATION 8.5: That the Workforce Development Cabinet insure that the course offer-
ings available through vocational-technical schools match the employment needs within the service
area.

RECOMMENDATION 8.6: That the General Assembly amend current law (KRS 151B.025) to allow
the Workforce Development Cabinet to grant “technical degrees” upon successful completion of se-
lected vocational-technical programs.

RECOMMENDATION 8.7: That the General Assembly require the Interagency Council on Educa-
tion and Job Training Coordination, or the Council on Higher Education, to provide for a transfer of
credits between vocational-technical schools and community colleges or four-year institutions of higher
education. Or, as an alternative, to provide proficiency testing in appropriate subject areas for voca-

tional-technical school students who seek admission to community colleges or four-year institutions.

RECOMMENDATION 8.8: That the General Assembly require that the Interagency Council on
Education and Job Training Coordination, or the Council on Higher Education, complete the devel-
opment of a process for the transfer of credits between and among community colleges and universi-
ties.
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Chapter 9
RECOMMENDATION 9.1: That the Kentucky General Assembly enact legislation to create a Ken-

tucky Commission on Children and Families and mandate the establishment of local Commissions on
- Children and Families.

Chapter 10

RECOMMENDATION 10.1: That the General Assembly reconstitute the Commission on Poverty
for the 1996-97 interim. ' ‘












